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Hook Without Bait 


R STALIN’S peace offers are becoming almost irresistibly comic. 
At intervals, usually after the West has undergone particularly 
rough treatment at the hands of Soviet propagandists, some American 
journalist is summoned and out pops the Marshal, like the little figure 
on a child’s weather house, to assure the world that alf is sunshine after 
all. His latest performance is in keeping with the others. After a crescendo 
of abuse and attack, which included detailed denunciations from the 
Russian foreign office of the Atlantic Pact and Western Union (encircle- 
ment once again ?) and an ominous puff of the bear’s breath down 
Norway’s neck (What, said the bear, are your intentions with regard to this 
encirclement ?), Mr Stalin issued to the International News Service his 
now familiar litany of question and answer. Would the Soviet Govern- 
ment join the Americans in a declaration of peace ? Of course. Would 
the Soviet participate in measures of disarmament ? Naturally. Would 
they raise the blockade of Berlin if the western Powers were to postpone 
the creation of a west German state and reopen the German issue ? 
Conditionally, yes. Would Stalin be ready to meet President Truman ? 
“T have already stated that there are no objections to such a meeting.” 
A day or so later, President Truman’s light-hearted response that he 
would be happy to see Marshal Stalin in Washington at any time elicited 
another question from the obliging news service ; and the Marshal replied 
that he regretted doctor’s orders prevented him from taking long sea or 
air journeys, but he would be happy to meet the President anywhere in 
the Soviet sphere of influence. 

This rigmarole, which closely resembles Stalin’s two previous per- 
formances, is of little intrinsic interest. It disposes once and for all of 
the idea that “technical difficulties ” on the Russian side are responsible 
for the blockade of Berlin, but nobody has ever believed that they were. 
What is of interest to the western Powers is Stalin’s purpose in fishing 
with an unbaited hook, not the content of what he has said. The 
aim is-quitexclear. The Russians do’ not like the developments which 
the excesses of their policy have brought into being. They are disturbed 
by the rearmament of their more powerful neighbours. They wish to 
detach the United States from its close alliance with western Europe. 
They wish to halt, in particular, the development of western policy in 
Germany. Since, however, all these policies—rearmament, Atlantic 
alliance, the inclusion of a self-governing Germany in the western orbit— 
are designed to check an adventurous and expansive Russian policy, the 
fact that they have all struck home and that each has aroused Soviet appre- 
hension clearly proves that the general concept of western strategy is 
correct and that the mixture of internal consolidation and external firmness 
is beginning to make itself felt. There should, therefore, be no inclination 
in western circles on either side of the Atlantic to modify one jot-of their 
present grand strategy simply because Marshal Stalin has chosen to 
express his concern at its development. That this is the Allied view has 
been clearly demonstrated by Mr Dean Acheson, who has officially 
announced his country’s determination not to discuss the issues of peace 
except in collaboration with Britain and France. The Soviet attempt to 
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drive a wedge between the Allies has thus been countered at 
ence. But Mr Acheson was not purely negative. He went on 
10 point out that.the western Powers were perfectly ready to 
diseuss the problem of Germany once the pre-conditions of a 
cenference—the lifting of the blockade—had been fulfilled. 


This, surely, is the core of the matter. The western Powers 
have strong reasons for not wishing to waive aside any genuime 
opportunity for reaching a settlement. One is the risk that war 
might break out between the world’s two camps. Another is 
the passionate longing of the people of the world for peace. 
Marshal Stalin has chosen to express his policy in reply to 
questions which themselves were carefully designed to under- 
line the Soviet Union’s search for peace. By their critical 
comments on these replies, the western Powers must not seem 
to adopt the posture of opposing the very idea of a peaceful 
solution, It is true that “ the masses” of Europe and America 
are much less gullible than they were in 1945, when they 
had yet to see how lasting and how appallingly oppressive 
Russia’s incursions into Europe would be. But the 
longing for peace remains. It cannot be left to the Soviet 
side alone to voice it. There is, therefore, every wish in the 
west to seek agreement. The problem is the proper method 
to be adopted at this stage. The western Powers have had so 
many general demands for peace from the Russians already ; it 
is on Concrete points that negotiations always break down, Con- 
ctete issues must, therefore, be the test for judging whether a 
meeting of the heads of state is really worthwhile. Fortunately 
there are at the moment three perfectly clear and immediate 
issues upon which an assessment of Russian sincerity can be 
based. 

In the first place, the question of disarmament can be taken 
up at the next General Assembly meeting in New York, at 
precisely the same point at which negotiations broke down last 
autumn when, after proposing an all-round reduction of one 
third in armaments, the Soviet Union stultified further discus- 
sion by refusing to disclose the size of its present -forces. 
Nothing has changed since that time. If the Russians are in 
good faith, there is no reason why the negotiations should not 
be taken up again at their earlier point of breakdown. 

In the second place, a report is about to be presented to the 
Powers representing the efforts of a neutral commission to find 
some way out of the currency dispute in Berlin. When this 
report is presented, the Russians will have the opportunity of 
camcelling the veto with which, in the Security Council last 
autumn, they rejected 2 compromise approach to the problem 
of Berlm—a compromise to which the western Powers and the 
six “ neutral ” members of the Security Council had all agreed. 


Challenge of 


IR STAFFORD CRIPPS is reported to have told a delega- 
tion of politicians from western Germany this weck that 
the British Government was not alarmed by news of increased 
German competition. That may be the Government’s view, 
but there are several sections of British industry which would 
not share it. Two days later, the President of the Board of 
Trade was listening to complaints from a joint delegation of 
employers and trade unionists from the engineering industry 
of “unfair competition” from German exports. Publicity, 
if not official protest, has marked the displeasure and concern 
of the scientific instrument and motor industries at the revival 
of Germany’s capacity for export. The chairman of the Cotton 
Board is at this moment in the United States, arguing on behalf 
of Lancashire the case for keeping Japanese competition within 
comfortable bounds, t 
Sooner or later, this challenge was bound to come, It is 
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At this moment, only the Russian veto stands in the way of 
formula for reopening negotiations on Berlin and even Ge ‘ 
the normal machinery of the Security Councihis waiting to be 
used. : 

The last test is im some ways the most interesting of all singe 
it gathers together a large number of specific points of agree. 
ment and disagreement ; it is therefore a remarkably effective 
test of the extent and honesty of Russia’s desire for peace. Op 
February 9th the deputies of the Four Foreign Ministers are to 
reopen their talks on the Austrian Treaty. Here, surely, js 
Russia’s supreme chance to show that its peace offers imply 
genuine negotiation and genuine compromise and are not 9 
much sand thrown in the wheels of western co-operation, 

The issues outstanding in the Austrian Treaty are not so great 
that good will and the spirit of conciliation cannot settle them, 
The western Powers have gone very far in meeting Russigs 
economic demands, virtually to the point of giving Russia a pre. 
dominant position in the Austrian economy. The main stum 
bling blocks when negotiations broke down in May, 1948, were, 
on the one hand, Soviet support for Tito’s claim to Carinthia and 
parts of Styria and on the other, a narrow balance of disagree. 
ment on the sum to be paid to Russia in lieu of German assets 
and the precise proportion of Soviet exploitation of the oilfields 
—a dispute aggravated by the Russians’ failure to produce plans 
and maps of the areas they wished to keep. The breach between 
Tito and the Cominform is likely to have altered the Soviet 
attitude towards the former obstacle ; a very little good will 
should be sufficient to surmount the latter. If, therefore, the 
Soviet Government is sincere in its desire to end the vicious 
spiral of mounting fear and counter-defence and start the benign 
process of easing fear by conciliation, it is here—in the small, 
precisely defined field of the Austrian peace treaty—that a start 
can be made. 

To say so much is not to deny the infinitely greater difficulties 
that stand in the way of wider agreement, particularly of agree. 
ment over Germany. But no settlement at all can be reached 
by way of general declarations and lavish but hollow declara- 
tions of peaceful intent. It is one of the tragedies of Soviet 
policy that its propaganda has emptied the great words of 
humanity—democracy, brotherhood, patriotism, peace—of 
practically all their meaning. The only way now in which 
confidence in Soviet intentions can be revived is by modest, 
concrete, painstaking efforts to restore, step by step, point by 
point, treaty by treaty, some meaning to these much abused 
terms. Meanwhile, until Russian sincerity has genuinely passed 
the test, the western Powers will continue undisturbed in theit 


own efforts to consolidate the security and expand the prosperity 
of the “ western half.” 


Competition 


remarkable, perhaps, that it has evoked such a quick—indeed, 
premature—response from British industry. For whatever may 
be said about the possibility of competition from Germany and 
Japan when these defeated enemies have recovered something 
of their old industrial potential, it is undeniable that it consti- 
tutes no threat of significance at this moment. Not a single 
man in this country has lost his employment through German 


_ Competition in the world’s export markets; not a factory has 


lost an order which it was capable of meeting within a reasot 
able time. The complaint is not about orders lost, but about 
business which might have come to Britain instead of Germay 
if British order books had not already been full. It is not com 
petition, but the shadow of competition, which is causilg 
concern. ' . 
British industry has hastily, but accurately, realised that, for 
the first time in more than a decade, it will presently be faciNg 
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rival claimants for a share in the export markets. Its own flying 
start in postwar recovery, despite the interruptions of 1947, 
has enabled it to raise its exports to 50 per cent more by 
yolume than were sold in 1938. There have been occasional 
setbacks—some importers have lacked sterling, and others have 
complained of high prices. But so great has been the unsatisfied 
demand for manufactures that British industry has never in the 
past three years been under real pressure in the export markets. 
Now the honeymoon period of easy uncompetitive markets 
seems to be ending. Voices are raised in protests which tend 
to assume that British exporters have some kind of prescriptive 
right to the markets they have enjoyed since 1945, and 
even that competition is “unfair,” merely because it is 
competitive. 

This kind of reaction from industries which have had their 
own way in the home and export markets for so long is perhaps 
only to be expected. There is comfort and security in con- 
trolled markets at home and sellers’ markets overseas which no 
industry will readily sacrifice, particularly to allow countries 
that were at war with Britain three and a half years ago to 
establish a footing in them. The demand is for the status 
quo post bellum, and the reasons for the demand are not hard to 
isolate. It arises mainly from the protection afforded by controls, 
This is not merely protection against competition from imported 
manufactures which cannot be admitted owing to shortage of 
foreign exchange; it is also protection against such imports 
when they could be afforded, such as ceramics and textiles from 
France. In the home market, it often amounts to protection 
against competition from new entrants to a particular industry. 
Those who rear chickens or export jute bags today are those 
who did so before the war. To stay in business, to the exclusion 
of others perhaps more enterprising, solely by virtue of having 
been in it at some specified earlier date is a recipe for com- 
placency and unenterprise. It breeds, too, an undesirable com- 
munity of interest between industry and government, in that 
both may wish for their different reasons to retain control of 
new entrants, or of specifications and prices, long after they 
should be removed in the consumer’s interest. It should not 
be supposed that, although many controls and licensing proce- 
dures have been lifted, those which remain do not extend to 
the remotest corners of the British economy. That is evident 
from a reply to a question put to the President of the Board of 
Trade this week: 

Under the control of Willow Rods and Willow Sticks Order 
(S.I. 1948 No. 461) the Board of Trade has discretion to issue 
licences authorising persons to acquire willow rods or sticks 
from growers. In the exercise of this discretion, such licences 
are issued only to established willow merchants whose business 
reached a certain level in 1946. This qualification is made 
clear to all who apply for merchants’ licences. 

It is doubtless important, in the broader interest of economic 
planning, to maintain the closest control on purchases of willow 
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rods and sticks. But it is quite clear that energetic men who 
might wish to set themselves up as willow merchants are pre- 
vented from doing so. Their business did not reach “ a certain 
level” in 1946, simply because they were not in it. The same 
conditions apply in many more important trades. They have 
become clubs to which entrance is restricted by the Government, 
and in which the whole apparatus of quotas and allocations is 
dependent on the historical fact of having been in the business 
in some stated year, and not on competitive ability to keep a 
place in it today. Encouraged by the controls imposed by 
wartime and postwar governments, the somnambulist philosophy 
of the corporative state has become deeply embedded in the 
thinking of wide sections of British industry. Perhaps Mr 
Harold Wilson will be able to kindle the next “bonfire oi 
controls,” which he recently promised, with a handful of willow 
shavings. 

' The outcry over putative German competition suggests 
that many sections of British industry are in no fit 
psychological state, at the moment, to meet the challenge. 
They may have read the four year plans for Europe, and marked 
the increase which is hopefully proposed for British exports. 
But they appear to have overlooked the much more rapid rate 
of expansion which some other western European countries— 
notably France and western Germany—hope to achieve by 
1952. In 1947, western Germany’s exports, by volume, to 
countries not participating in Marshall aid were a mere 3 per 
cent of 1938 ; in 1948-49, they may be 8 per cent ; in 1949-50, 
22 per cent ; and in 19§2-§3, 128 per cent. France, Italy and 
Benelux expect to export in 1948-49 less than three-quarters, by 
volume, of their exports in 1938 ; for the United Kingdom, the 
volume of exports for 1948-49 is put rather cautiously at 116 
per cent of the 1938 volume, and at 146 per cent in 1952-53. 
Two points clearly emerge from these figures. First, there is 
the sharp contrast between the long start enjoyed by Britain 
and the slower recovery of continental Europe. Secondly, the 
miserably low figure for German exports shows that emergent 
competition will only make its impact on the fringes of British 
industry ; and even after four years of rapid development, 
German exports will still have made smaller progress than 
British exports, compared with prewar. 

But, in particular industries, the shock of competition is 
being felt. To prove that such compeéetition is “ unfair” is a 
difficult task. Unfairness may mean subsidies for exports on 
the prewar German model; or wage rates which are unreason- 
ably low, after taking account of comparative rates of exchange 
and industrial productivity in Britain and Germany ; or that 
the new value of the mark, after the currency reform of last 
summer, gives certain German exports (and particularly those 
fixed before the reform at rates lower than 30 US cents to the 
mark) an unfair advantage. In part, such complaints reflect 
the inevitable difficulties of adjustment between one currency 
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regime and another. No one can possibly say what “the” 
external value of the Deutschemark really is. The conversion 
factor of 30 US cents is a very tentative one ; it has developed 
from arbitrary decisions and artificial conceptions which at- 
tended the inflation of the mark. The German exporter is now 
under the necessity of relating his export price to his costs, at 
that rate of conversion. For some classes of goods, the rate is 
unreasonably high ; for others perhaps unreasonably low. But 
until there is some stability in the German structure of prices, 
and until the violent adjustment which followed the currency 
reform is completed, it will be impossible to assess the charges 
of export dumping and price cutting which are now being 
levelled against certain German indusiries. 

It would, meanwhile, be safer to assume that German wages 
are low because German -productivity, though rising, is itself 
too low. There may be exceptions to this working rule— 
for example, in optical goods, where traditional German 
superiority coupled with low wages may mean that Germany 
can undersell its competitors decisively. But those are the 
trades in which German wages can be expected to rise most 
rapidly. There is no decisive proof of lasting, deliberate, “ un- 
fair” competition from these or any other German industries. 
German recovery is bound to be an erratic process, involving 
erratic results in a few rather specialised world markets. What 
British industry has to look to are not the occasional advantages 
—if they exist—which arbitrary exchange rates and a distorted 
price structure might give to German exporters, but the ability 
of British manufactures to compete successfully with German 
exports when these distortions of the German economy have 
been overcome. 

British exporters will get—and will deserve—little sympathy 


Soviet Year in 


‘<THE Soviet regime and the People’s Democratic regime 

are two forms of one and the same system of govern- 
ment, based on the union between the town and agricultural 
workers. Both are based on the dictatorship of the proletariat. 
. . . Soviet experience is the only and the best (sic) pattern for 
the building of socialism in our country as well as in other 
countries of People’s Democracy.” With these words, delivered 
on December 25th at the fifth Congress of the Bulgarian Com- 
munist Party, the former secretary of the Comintern and present 
Bulgarian Premier, George Dimitrov, confirmed with his 
oecumenical authority the opinion cautiously expressed by some 
western observers—and vigorously denied by all fellow- 
travellers—that the eastern European regimes are close, if not 
quite identical, copies of the Soviet regime. 

During 1948 the sovietisation of eastern Europe made 
striking progress in the political, cultural and economic fields. 
Its most notable political success was the conquest of Czecho- 
slovakia in February. The Communist coup overthrew a coali- 
tion government which had shown complete devotion to the 
Soviet Union in foreign policy, and which had carried out 
radical social and economic changes while maintaining political 
liberty. It was overthrown simply and solely because the “ only 
and best pattern” had yet to be realised. The “ revolution ” 
was followed by a purge of army, administration and free pro- 
fessions. Fhe non-Marxist political parties lost their recognised 
leaders and became docile rumps, Jed by bosses chosen by the 
Communists. Elections on a “ joint list” produced a sub- 
servient new parliament, which duly voted a Soviet-type con- 
stitution. The power of the police was greatly increased by a 
new “law for the defence of the state.” Today Czechoslo- 
vakia is as much a Soyiet one-party state as any of its neigh- 
bours. 

A general feature of this progress was the liquidation of the 
Social Democratic parties, which in Hungary and Poland, as 
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for complaints which appear to suggest that recovery in German 
trade is in itself a bad thing. The German economy is a 
present bolstered up by subventions from America and Britaj 
Germany must be made self-supporting—not kept at a pa 
standard, largely by American dollars, in order to keep the world 
safe for British exports. All the arguments that are used aboy 
German competition could immediately be turned againg 
British export policy. If British exporters say that Germap 
wages are too low, may not American exporters make the same 
complaint (illogical though it is) against British wages? If jt 
is said that German wages are kept down by the use of fog 
subsidies, can it not be said that British economic policy has 
gone much further—in intention, if not always in achievement 
—in keeping its export costs lower than world prices ? 

The truth is that British industry and British labour ap 
now being confronted, for the first time since the war, with 
the importance of costs. The facts of economic life, so long 
obscured by shortages and world-wide inflation, are coming to 
light again. It would be intolerable for a country which by 
hard work and good fortune has so greatly succeeded in its 
export effort even to appear to hamper the painful efforts of 
other countries to make a beginning in their own recovery, 
Germany is now a liability and must be made self-supporting, 
From the American point of view, Britain and the rest of the 
Marshall countries are also liabilities, which equally must be 
made self-supporting. If there is one single thing which would 
destroy the chance of European co-operation and lead to 
sheer disillusion in America, it would be a policy of economic 
beggar-my-neighbour conducted by Great Britain. The British 
economy must pursue strength through efficiency, not through 
selfishness. 


Eastern Europe 


well as in Czechoslovakia, had old and firm roots in the working 
classes. Soon after the war they had been purged of their right 
wings, but there were still influential leaders who, while very 
radical in their policy, still wished to preserve their parties 
independent organisation and to maintain contact (though not 
necessarily agreement) with Socialist parties in western Europe. 
Such people were denounced by the Communists from the begin- 
ning of 1948 with increasing venom and complete inaccuracy & 
“right wingers.” Drastic purges occurred in the Hungarian 
and Polish parties in March, when the decision to fuse 
with the Communists was announced. This took place 
in Hungary in June, in Czechoslovakia in the early summer, 
and in Poland in December. In September. the last remnant of 
legal opposition in Bulgaria was liquidated, when the Socialist 
leader, Luchchev, was sentenced to 15 years’ imprisonment, 
and his party finally broken up. The “ collaborationist ” wing 
of the Bulgarian Socialists had already joined the Communist 
Party in August. 

Against these successes of Cominform policy must be set the 
breach between Jugoslavia and the Soviet bloc. All evidence 
yet available suggests that the quarrel was picked by Moscow, 
and that the Jugoslav Communists had neither proved disloyal 
to the Soviets nor committed in internal policy any sin against 
party orthodoxy of which Communist leaders“in neighbouring 
countries were not still more guilty. The only complaints whi 
ring true are that the Jugoslay police watched the movememis 
of Soviet citizens, that Soviet intelligence departments recruited 
spies to check the information provided to them by the Jugoslav 
party, and that Jugoslav leaders showed inadequate apprecit 
tion of the Soviet war effort while exaggerating their own. © 

It is a striking indication of the vanity of the “ genial teachet 
of humanity” in the Kremlin that minor grievances of this soft 
Should<be considered to justify the economic and political boy 
cott of Jugoslavia, whose strategicf&position and _politicdl 
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allegiance are so important for the attainment of Soviet aims 
in Europe. The economic boycott has forced the Jugoslavs at 
last to conclude the overdue trade treaty with Britain, and the 
political boycott may have more serious results. The bitter 
attacks on Jugoslavia from Hungary, Bulgaria and Albania— 
all of whom can hope to exploit the discontent of national 
minorities inside Jugoslavia—and the propaganda for a South 
Slav Federation in which the present Jugoslavia as such would 
disappear—led by George Dimitrov must make Belgrade 
wonder how much longer it will be wise and safe to persist in 
hostility to Greece (Serbia’s traditional ally) and to the west. 
* 


The process of sovietisation has given special attention to 
education. At present the Communist regimes are forced to 
depend to some extent in schools and universities on the services 
of experts brought up under the old regime, Their attitude 
to these experts is copied from Soviet policy of the 1920s, an 
alternation of privileges and persecution, luxury villa today 
and treason trial tomorrow. Intellectuals live in permanent 
insecurity and their work deteriorates, 

In the long run the Communists will rely on their own intel- 
ligentsia, which they will create by schools and universities “ of 
a new type.” It is from this point of view that the education 
policy of the last year in eastern Europe is of wider interest. 
Education is to be completely secularised and standardised. Its 
chief aim is technical instruction: pupils are to be made into 
competent engineers, scientists and bureaucrats, and dis- 
couraged from mental activity outside their speciality. Such 
“theoretical education” as is provided will be entirely based 
on “Marxism-Leninism” as interpreted by the Agitprop 
department of the All-Union Communist Party (Bolsheviks) in 
Moscow. 

Different stages have been achieved in the application of 
this “ only and best pattern” in different countries. In Bulgaria 
certificates of political reliability from the Fatherland Front 
have for some time been required for entry to Sofia university. 
In Rumania the Communist Minister of Education, Vasilichi, 
has created an elaborate system of indoctrination and espionage 
in schools and faculties, with “educational councillors,” 
“spiritual heads,” and “ students’ political committees ” which 
supervise pupils in their homes as well as in the class-room, and 


_ even provide “ political education.” In Hungary and Czecho- 


slovakia there has been a general simplification and levelling 
down of schools, and obstacles to the higher education of 
“bourgeois ” children are being increased. The positive features 
of these changes are the easier access to education given to 
children of workers and poorer peasants, and the reduction in 
the number of superfluous law graduates, who pullulated in 
eastern Europe before the war. These improvements are out- 
weighed by the political pressure brought to bear on school 
children and students at all stages of their career. 

The nationalisation of the schools in Hungary caused a bitter 
conflict between the Government and the Catholic Church, led 
by the courageous and obstinate Cardinal Mindszenthy, who 
was arrested on December 27th. Similar conflicts threaten in 
both Czechoslovakia and Poland. The east European regimes 
claim that they do not wish to persecute religion; their 
sympathisers in the west point out that the terms originally 
offered to the Hungarian Catholics were reasonable, and that 
Mindszenthy’s political outlook is reactionary. But the words 
and actions of the Communists show that they intend forcibly 
to impose their ideology on the whole young generation, and 
this no church can accept. 

The most important features of social policy have been the 
Preparations for collectivisation in agriculture and increased 
direction of labour. Ever since the Cominform accused Tito of 
ignoring the class struggle in the villages, the east European 
governments have paid special attention to “combating rural 
capitalism.” They have speeded up the measures taken earlier 
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to equip state farms and machine-tractor stations. They have 
increased the taxation of the larger peasant holdings. Co- 
operatives have been set up with great energy in all the 
“popular demecracies.”. They provide credit to peasants, and 
handle to an increasing extent—in some countries it amounts 
almost to a monopoly—the exchange of farm goods (other than 
those compulsorily delivered to the state) for industrial products. 

Production co-operatives are making a modest beginning. A 
few have started in Hungary, and Albanian Communists take 
pride in the fact that theirs are based on the “ correct ” Soviet 
kolkhoz model and not on the “ erroneous ” Jugoslav type. In 
general, using Soviet terminology of fifteen years ago, we may 
say that the east European “ popular democracies ” have reached 
the stage of liquidation of the kulaks but have not yet passed 
on to mass collectivisation. The exception is Bulgaria, whose 
newly published five-year plan proposes to extend collective 
farms to 60 per cent of agricultural production by 1953. If this 
is to be achieved by “ voluntary” means, the methods of per- 
suasion used will have to be very popular and very democratic. 

Inadequate and irregular supplies of industrial equipment, 
and the political obstacles to trade with the west make it still 
more important fully to exploit eastern Europe’s greatest single 
economic asset—its surplus of cheap labour. Where machines 
are not available, the job may still be done, more slowly with 
great suffering, by several times as many pairs of bare hands. 
And in the factories all the Soviet speed-up tricks—Stakhano- 
vism, socialist competitions, titles of “hero of labour,” etc.— 
are used to wring the last ounce out of the worker. “ Volun- 
tary’ overtime is made more or less compulsory. _ Political 
prisoners are a source of free labour, and laws have been passed 
in several states permitting mobilisation for forced labour of 
“ idlers ” and leaving the definition of “ idleness ” to a Minister. 
Even so, success is not complete. The chairman of Bulgaria’s 
trade union council stated at the December congress of the 
Bulgarian Communist party that in July, 1948, 13,000 workers 
entered Bulgarian industry and 9,000 left it. In Czechoslovakia 
the workers’ lack of response to Stakhanovism has brought 
public indignation from the premier, Zapotocky. 


To sum up, the “only and best pattern” was faithfully - 


and on the whole successfully copied throughout 1948. The 
weak spots are the peasants’ hostility to collectivisation, the 
resistance of the Churches to compulsory Marxist indoctrina- 
tion, and—in the immediate future perhaps most important of 
all—the confusion in the Adriatic-Aegean area which is bound 
to result from the revival of the Bulgarian and Albanian threats 
to Jugoslavia. But it would be wise to assume that internal 
weaknesses and frictions can be kept harmless by the security 
police, unless they are reinforced by some factor from outside 
the Soviet sphere. 


it 


ANTAL RRS AU NR = 


OVERSEAS REPORTS 


” Rely on the man on the spot ”” is a well- 





worn adage, but for many people it is 
dificult to choose this reliable man. The 
world-wide organisation that provides facts 
and opinion for The Economist has been 
tested over many years and upon the quality 
of this information much of the reputation 
of the paper depends. The same sources 
of information can be put at the service of 
business and other organisations through 


The Economist Intelligence Unit 
22 Ryper Street, St. fames’s, Lonpon, S.W.1, 


ORR 
et ARORA RP 





4 





cet gpI Np NSN RRR rene, 


Ap ee . 
6 pales” capi ose 


Cnt peer 
eee 


~ 


er 


Mp See EERIE NEI Ee aN te erro mgm oe « 
Pe Ns gh Gis 0 PP aS 5 Ma Ta aa aly Reps QU RES aaemipeone 








“THE ECONOMIST, February 3, gap 


Set the Drinkers Free 
(By a Correspondent) 


Fifteen years ago (writes our correspondent) I was licensed to sell wines, beers, spirits and tobacco for consumption on 

or off the premises. For the last decade I have been in the public service, though not, alas, in departments concerned 

with the consumption of fermented liquor. Although this combined experience enables me to consider, from a van- 

tage point attained by all too few, the limited nationalisation of pubs in new towns proposed by the Home Secretary, 

I attempt no balanced judgment on it. I restrict myself to some personal prejudices about the distribution and 

consumption of that commodity which Housman held to esety the activities of the Deity more effectively than the 
poet Milton. 


HE current controversy about state ownership of public- 
1 houses has long since swept beyond the new towns 
and their adjacent areas to which the actual legislation refers. 
It has become a battle in which the contemporary slogans of 
“ freedom ” and “ private enterprise ” are entangled with much 
hearsay evidence on the Carlisle experiment and with grotesquely 
romantic descriptions of the average English public-house. The 
brewers hold aloft the banner, torn but flying, of personal liberty 
—by which they mean freedom to drink the particular products 
which they decide shall be available in their tied houses. Their 
adversaries, supported by some dubious allies from the 
Temperance movement, contend that freedom is only possible 
if both inns and breweries are publicly owned. The whole pother 
is splendidly confused by the financial interests of “ the trade ” 
and of the state, and by the curious lack of personal experience 
of urban public and saloon bars displayed by most of the 
speakers and letter-writers on the subject. 


With all the arrogance of one who has filled (or partially 
filled) the “optics” of a West End bar, served “rich Aus- 
tralian” by the dock glass to the citizens of Bethnal Green and 
pints (at 8d.) to the thirsty souls of Shepherd’s Bush, I advance 
my views on freedom and control in this business of assuaging 
thirst in the Silkingrads of tomorrow. Theoretically, of course, 
the argument is all with the controllers. Public-houses should 
be social centres for the family ; soft drinks and food should be 
as readily available as what now passes for “ intoxicating 
liquor ’—the nomenclature of this trade is horrible beyond 
words ; management should be equally interested in selling all 
types of refreshment ; and conditions should be so attractive 
that a man can drink with his family around him free from fear 
of scenes to distress the impressionable young. 


It is argued that all these conditions are impossible, or at 
any rate cannot be guaranteed, if the public-houses are owned 
by brewers whose main interest is to sell as much of their own 
beer as they can, and as much of the wines and spirits which 
they compel the licensee to purchase from them at their own 
price. Advertisement, the lay-out of the bars, the terms of 
their contracts, their selection of tenants and their instructions 
to managers—all these enable the owner-brewer (it is said) to 
determine the character of the public-house and also largely to 
determine what it sells. As producer of beer and arbiter of its 
distribution, the brewer is alleged to have a clear commercial 
interest in seeing that his primary product is sold in quantities 
that will ensure him a maximum profit. He is little interested 
in tea and food ; his main concern is with malt and hops, and he 
does not want the limited number of drinking-man-hours 
wasted on the products of the tea and coffee merchants or the 
manufacturers of carbonic-acid gas. When he provides ameni- 
ties for these innocuous pleasures it is suggested that he does 
so unwillingly and merely to impress the licensing justices—or, 
more cunningly, to lure the sated consumer of “ raspberryade ” 
into calling for his (or her) first glass of mild and bitter. 


The planners of new towns derive their views on what consti-- 


tutes a desirable drinking environment not so much from the 


literature of the temperance movement as from their prewa 
experiences in the cafés of Continental capitals. Not for them 
the crush at the bar, the hurried gulping of spirits, the scarcely 
less hurried absorption of malted water supplemented, at the 
best, by a packet of potato crisps or a flaccid sardine on leathery 
toast. It is the seated and sun-drenched bourgeois, sipping his 
Vermouth-cassis and surrounded by his family drinking 
chocolate or grenadine that arouses their nostalgic admiration, 
not the swigger of gin and ersatz fruit juice (at 2s. 6d. a time) 
or the heroic type whose capacity enables him to get down 
enough beer of contemporary gravity to obtain a vague glow of 
well-being. “ Take the pubs away from the brewers and we will 
provide places of refreshment worthy of our new Jerusalem,” is 
the cry. “A public-house to which a man cannot take his family 
is not fit for the man himself.” 

Against these views it is argued that the trade is a technical 
one or, in more excitable apologetics, even a mystery too holy 
to be meddled with by remote and soulless officialdom (why this 
deprivation of the quality which distinguishes man from brute 
creation is applied to civil servants and not to stock 
brokers or football pool promoters I have never fathomed), 
Only the brewers and their tenants know what- the 
citizen requires for drink and social intercourse ; and they 
know because they have supplied it in the past and their 
trade and profits have been satisfactory enough.  State-run 
pubs will lack the personal touch of welcome hospitality— 
though these qualities are embarrassingly connected with the 
host’s financial interest in his guest’s alcoholic capacity. They 
will be cold and comfortless, hygienic places ; laughter and darts 
will be forbidden ; and the manager, being a civil servant, will 
lack soul, civility and service. The wretched seeker after inner 
warmth will be restricted to state beer, state sherry and state 
whisky, whereas in the home of private enterprise he can drink 
whatever he chooses so long as it is produced or controlled by 
the brewer who owns the property. 

Between these hostile views, however, lies a third possibility 
which might produce most of the benefits desired by the planners 
and at the same time get rid of the worst features of the present 
situation, not only in the new towns which are projected, but also 
further afield. It will call for ingenuity on the part of the 
gentlemen who draft parliamentary Bills, but they have latterly 
had a good deal of practice and have surmounted obstacles n0 
less difficult. Let the brewers continue to brew and let them 
brew as much of the best beer that they can sell ; but let them 
sell it to customers who can choose whether or not they will 
buy it. In other words, abolish the tied-house system and make 
it an Ofience, as heinous as putting commercial petrol ima 
private car, for a brewery to own licensed premises. Let 
individuals or groups, whether of limited liability or uncon 
trollable generosity, own the pubs and distribute the drinks. 
Prohibit them from holding shares in breweries if you will, but 
let them study the consumer’s needs and give him what he asks, 
be it stout or cocoa. Enforce by statute whatever conditions of 
sanitation, architecture, accommodation and conditions for staff 
you consider the public have the right to expect, and then by 
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giving real freedom to the licensee you will restore it to the 
thirsty citizen. 

It would be too much to expect that this solution will 
commend itself either to planners or to brewers. For the 
former, it smacks too much of anarchic individualism, and 
that is a dangerous heresy in these fine frenzied days of 
egalitarianism. It would be political dynamite ; and the state 
(which knows a profit when it sees one, though it finds it 
difficult to earn one) would not be anxious to lose the profits 
which would accrue if it were to supplant the brewers’ monopoly 
by one of its own. Even the bureaucrats surely could not lose 
money in the pub business, whatever they may do in coal and 
civil aviation ; the present earnings of the breweries could carry 
a whole horde of controllers and deputy controllers and even 


NOTES 


Personalities and Programmes 


Mr Attlee has finally decided upon a successor for Mr 
Belcher at the Board of Trade in the person of Mr John Edwards, 
a dependable and conscientious trade unionist who has been Mr 
Bevan’s second in command at the Ministry of Health. It was 
obvious that the Prime Minister was concerned to limit the 
reshuffle to the one appointment, with the game of junior musical 
chairs that has accompanied it, and delay any major changes 
until the passage of time had separated them from any connection 
with the findings of the Lynskey Tribunal. It is also an accept- 
ance of the view that to appoint anyone but a trades unionist 
would constitute a tacit admission that the weaknesses displayed 
by Mr Belcher and Mr Gibson were characteristic of trade 
unionists in politics, 

But if Cabinet making is postponed, policy making is pro- 
ceeding apace in the precincts of Westminster. The Labour 
party executive must approve within the next three weeks a 
draft programme for the 1950 election in order that it may be 
submittec to the constituencies at the end of March and come 
before the party conference at Whitsun. The crux of the talks 
that are now going on between the political leaders and the union 
leaders is undoubtedly on the future scope and character of pro- 
posals for nationalisation. The Labour party’s policy committee 
is concerned not only with how many industries—insurance, 
water supplies, shipbuilding, chemicals, or sugar refining—they 
should threaten or promise to take over, but what form such 
nationalisation should take. Should nationalisation still be con- 
sidered in terms of the acquisition of a whole industry, or should 
the state compete with private firms in a particular industry ? 
This is not an entirely new problem since it was argued in the 
Cabinet when the Stee! Bill was in course of preparation, but it 
must now be faced by the whole party executive. It looks as if the 
old simple faith in “ the independent national board” as a cure-all 
for industrial ills may be being replaced by more limited schemes. 
But over such academic discussions hangs the old dilemma: if 
the party’s programme is one of radical nationalisation it will 
lose the middle classes to the Conservatives; if it contains no 
Striking measures it will lose strength to the Communists. Mr 
Morrison, who would prefer the more cautious programme, may 
have his hand strengthened if the South Hammersmith by-election 
goes against the Government. 

Meanwhile the housewife is being hurried to the centre of the 
1950 electoral stage. The Labour Party, it seems, may seek her 
Support with schemes for cheaper food by what amounts to 
partial nationalisation of Covent Garden market, and with 
Promises of better homes and better equipment in them. But 
in this field the Liberals have also been doing some active pre- 
paratory work, and the resolutions put forward for their Assembly 
in March, by the Committee over which Lady Layton has pre- 
sided, contain much that will hold the attention of women both 
at home and at work. The Liberal programme also looks like 
Overlapping with that of Labour on the question of reorganising 

nation’s water supplies. The Liberals will discuss at their 

bly a project for rationalising and improving water supplies 
under a “ Ministry of Water” (it has already been suggested that 
it must have two Under Secretaries, one for Hot and one for 

Id), while the Labour party is likely to come forward with 

ie same scheme, but to be carried out by nationalisation of 
Fesetvoirs and other sources of supply and distribution. 
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a National Board or two and still leave something over. And 
patronage for-good services to the party could be rewarded by 
appointments of peculiar advantage to the recipients. But if 
the planners will not like my suggestion, brewers will like it even 
less. There would be no certain markets at prices and margins 
fixed by the brewers ; no sale for ports and sherries just because 
they were bottled and branded at the brewery ; no control of 
any misplaced enthusiasm for the teapot and the coffee-jug ; 
and brewery profits and share prices would begin to look crest- 
fallen. But a good many little men who stand on both sides 
of the public bars of England might be more happy and more 
free. And perhaps neither the citizens of the new Silkingrads 
nor the Chancellor of the Exchequer would have much cause 
to grumble. 


THE WEEK 


Economic Policy Debated 


The figures which Sir Stafford Cripps gave to the House of 
Commons last week in the two debates on the American Aid and 
European Payments Bill were sufficient to silence major criticism. 
It is difficult for the Opposition to attack in principle the ideal 
that Britain should pay its way or to deny that bridging the 
dollar gap should be a first aim of policy. The steps which have 
already been taken represent so genuine an achievement by the 
community as a whole that Conservative members who took part 
in the debate tended to confine their criticism to points of detail. 
Both Mr Douglas Jay and Mr Harold Wilson noted with some 
exultation that their measures had secured such general approval 
and claimed that they were the result of careful planning. Without 
a plan, without controls, without the whole concept of “ purposive 
direction,” these results would not have been brought about. Who 
therefore can now deny the efficacy of Labour’s policy for home 
production, the export drive and foreign trade ? 

No one will be so churlish as to deny the Government credit 
for the promising achievements announced by Sir Stafford, though 
they are only the very first stage in recovery. But it is a pity 
that no Opposition voice—with the exception of Mr David 
Eccles—was raised to point out some of the drawbacks and diffi- 
culties which Britain’s present economic policy, for all its success, 
entails. In the past, one of the greatest assets of British trade has 
been London’s positio. as an international monetary and com- 
mercial centre. The constant transactions conducted in exchange 
and in commodities on the London market made a direct contri- 
bution to Britain’s invisible earnings and also had incalculable 
secondary advantages since business was attracted to London 
because of its general convenience as a commercial centre. 

There are disturbing signs that this invisible earning power is 
insufficiently realised and valued in official circles. Perhaps the 
best known instance is the disappearance from the British Four 
Year Plan of any hope that Britain will return to its old function 
of converting European currencies into dollars. The question is 
being asked in Paris and Brussels whether those resporfsible for 
British policy have really measured the indirect losses involved in 
an economic strategy which destroys irrevocably one of London’s 
vital functions, and appears to lay all its stress on an exact balanc- 
ing of bilateral trade, leaving no place at all for a return to the risk- 
taking but profit-earning pursuit of multilateral trade. The 
British will reply that the conditions for total convertibility in the 
style of 1938 no longer exist. Their European neighbours ask in 
return whether that is a reason for swinging to the other extreme 
and imposing currency control largely on a bilateral basis. Mr 
David Eccles touched the fringe of this dilemma when he sug- 
gested that Socialist methods of planning are not, or cannot, be 
generally pursued by the Nineteen of the Marshall Plan. But it 
is a pity that the Opposition did not elaborate the criticism 


further. 
* * * 


Mr Bevin Compromises 


The compromise on a Council of Europe reached last week- 
end is ingenious. It will shock students of constitutional history 
by its inconsistencies and delight lawyers with its promise of 
future complications ; but as a quick ad hoc solution there is no 
reason why it should not take root and grow. The Council will 
consist of a committee of Ministers meeting in private and a 
consultative body—not an assembly in the French sense—meeting, 
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in public. The Ministers have the power to prune the junior 
body’s agenda and will presumably work on the unanimity rule 
which has so far worked in Western Union councils. But in the 
consultative body decisions will be taken by majority vote. F 

The British Government have stuck to their view that their 
delegation to the European sessions shall vote as a block, and 
the French and their neighbours have stuck to the idea of a 
delegation voting as its individual members think fit. This 
arrangement should have some curious results unless the Per- 
manent Commission of the five Powers, now working out the 
details of the plan in London, can provide some safeguards 
against them. 

It is much to be hoped that there will be no scramble to invite 
other governments into this infant organisation. The Brussels 
Powers now form a nucleus in which Ministers are learning to 
work together not only in agreement but in confidence. Their 
work on security and defence is far from mature, and it would 
be a pity to hold it up for the sake of gestures towards Italy, 
Portugal or other governments on the fringe. If these gestures 
are, none the less, to be made it will be necessary to make some 
distinction in organisation between those members of the Council 
who are signatories of the Brussels Pact and those who are not. 
It will then be a little difficult to say just what is and what is 
not Western Union. There is a danger of confusion and pro- 
liferation in the western committee system as it is now being 
organised ; the few first-class men able to do the political, 
economic and cultural work are being too severely taxed. It is 
time the British Government took the lead in bringing more 
non-political and expert help into the work which Sir Gladwyn 
Jebb is supervising. 

* * * 


Norway Under Pressure 


It took the Norwegian Government only three days to 
compose a statement of its attitude to the proposed North 
Atlantic Pact and to forward it in a Note to Moscow. The 
Soviet inquiry for information was made last Saturday and the 
reply was ready on Tuesday. This shows in the Norwegian 
Government not only a clear conscience and certainty of support 
from its people, but a confidence in western strength which no 
neighbour of the Sovict Union would have dared to show a year 
ago. After weeks of fruitless argument with the Swedes and 
Danes about ways and means of forming an independent Scan- 
rinavian defence bloc, the Norwegians appear to have stripped 
foreign policy down to essentials and decided that they must 
look for security across the Atlantic, and not aeross the Baltic 
Sea or the Kola Peninsula. 

The reply is conciliatory but firm; it offers to the Soviet 
Government no immediate opening for riposte. Norway is con- 
vinced that Uno does not offer security and will therefore 

investigate more closely in what form and what conditions Norway 

could take part in a regional security system comprising countries 

on the Atlantic. 
The assurance is given that Norway will never take part in a 
policy with aggressive aims, and will never undertake obligations 
to grant bases to foreign Powers “as long as Norway is not 
attacked or subjected to threats of attack.” In other words only 
Soviet threats to Norway would induce it to promise the use 
of bases to the Americans. 

This eis clear and courageous, but it provokes one or two 
puzzling questions. According to spokesmen of the State Derart- 
ment, Norway had not been invited to be a party to the pact 
and had even not been in touch with Washington. How then has 
Norway been got into the position of taking a frontal attu.k on 
the pact from Moscow ? Presumably because Washington 
thought fit to declare publicly, in the middle of the Scandinavian 
defence talks, that American arms would be available only for 
those who come into the American security system. According 
to one report in the British press, such entry means “ co-operation 
in maintaining peace and security”; according to an Associated 
Press report in the American press it means “co-ordinating 
security arrangements with plans of the United States.” 

The distinction is very important. “Co-ordination” would 
certainly mean arrangements in peacetime for the use of bases 
in wartime ; and Norway has said that it will not ..ake such 
arrangements “unless attacked or exposed to threats of attack.” 
Is then the granting or promise of bases to America in ;eacx time 
to be the condition of receiving American aid in weapons and 
equipment ? If so, the North Atlantic Pact seems likely to bind 
America’s allies much more closely than America can—for ccn- 
stitutional reasons—be bound itself. The point needs clearing 
up, and it is to be hoped that other countries on rhe fringe of 
the pact area will be handled with more circumspection than 
Norway has been, 
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Pause in China 


After the dramatic moment of Chiang Kai-shek’s retin ; 
the slow pace of more recent events in China has had the 
of an anti-climax. Having conquered one half of China by force 
of arms, the Communists have been trying to conquer the other 
half by threats; but so far non-Communist leaders in regions 
which Communist troops have not yet reached seem to remain 
unconvinced of their duty to surrender unconditionally. The 
Communists have now plainly revealed their conception of “ peace 
talks” by insisting that all “war criminals ”»—among whom 
number nearly all the military and civil personalities most promj. 
nent in China over the last twenty years—must be handed over 
to them before any negotiations begin. All discussion of “ terms* 
would, of course, be rendered superfluous by this preliminary, 
which would leave the political field clear for the Communists 
and their hangers-on to do as they pleased. Whether the intention 
is to put to death, or merely to imprison, the “ war criminals,” 
the main purpose in any case is to eliminate at the outset al] 
serious political opposition to Communist rule. 

General Li Tsung-jen, the Acting President, who has been 
ordered to arrest and deliver up ex-President Chiang and other 
Kuomintang leaders and army generals, was himself on the original 
Communist list of “war yo 
criminals” and has pre- [~~~ _ 
sumably, like General Fu he uivan 
Tso-yi in Peking, been . 
removed from it in con- [xg “pefi |) 
sideration of his moves for Fw ¥ *}/5) 
“peace ”"—though he can | 
always be restored to it if | 
his behaviour falls short | 
of Communist require- | (szecnwan 
ments. Whether or nothe |} J #. 
would like to hand over |’ iat 
the wanted men, he does t fe 
not seem to have the MELON! 
power to do so; while he 
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remains in Nanking, with [Yunnan Kwancs: ae , 
the Communist vanguard rrr g Sou 
just across the river, nearly | *EM®# 7"~ ¢ 

all Cabinet Ministers and | / t 
high officials have gone | . 
south and are still appar- 
ently under the protection of anti-Communist troops—except for 
Dr T. V. Soong, who fied in a hurry to Hongkong when the 
crack-up began in Nanking. There does not seem to be any 
reason why the “war criminals” should give themselves up as 
Jong as they retain control of organised armies ; it is for the 
Communists to come and fetch them, if they are determined 
to have, not a compromise, but a proscription. 

It is, of course, merely grotesque to apply the term “ war 
criminal” to men who, whatever their faults, have been members 
or agents of an internationally recognised Government trying to 
suppress an armed revolt. What is now of more concern for 
foreigners, however, is the question of diplomatic recognition in 
the near future, which will involve all Chirese embassies abroad 
and Chinese representation on international bodies. At the 
moment there has been no transfer of recognition from the Sun 
Fo Cabinet, but the British and American embassies are remaining 
in Nanking and merely sending members of their staffs to keep 
contact with the fugitive Ministers in Canton. It does not follow 
that recognition will be extended at once to a Communist- 
controlled Government, set up in Nanking, but if there is delay 
in recognition, acute conflicts over Chinese international repre- 
sentation will soon arise. This may be the most important early 
repercussion abroad of China’s internal upheaval. 

* * . 


Iron Curtain Council 


At least half-a-dozen explanations have been advanced for 
Moscow’s decision to establish and join the Council for Mutual 
Economic Assistance in Eastern Europe. It has been interpreted 
as an offensive anti-Marshall Plan, as a defensive pro-Molotov 
Plan, as a means of tying the members closer to the Soviet Union, 
or as a means of giving them greater bargaining power with the 
West. The Communist newspapers of Bucharest, Prague and 
Sofia have no doubt about its main intention: it is to “pool 
economic power in order to annihilate the consequences of the 
imperialist boycott, to oppose the aggressive imperialist policy 
and to fight the tendency towards economic and political enslave- 
ment of peoples.” Moscow comment has preferred to emphasise 
that it means “economic co-operation based on brotherly rela- 
tions ”—with the Soviet Union as the elder brother. 

_ It seems therefore likely that one main task of the new Council 
is to organise exchanges and self-help among its members in such 
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a way that dependence on the West can be reduced to a tolerable 
minimum, That dependence had been shown in striking fashion 
during 1948, particularly in the case of Poland and Czechoslovakia. 
And the speed with which Jugoslavia, under boycott by its neigh- 
pours (described in an article on page 246), was forced back 
on to closer trade relations with the West also told its tale. The 
Council may also be expected to attempt what the Western 
nations have been trying to achieve under the Marshall Plan—a 
greater exchange of products and co-ordination of effort among 
themselves so as to reduce present demands on the great patron 
for raw materials and equipment. If such an effort succeeded, 
it would, of course, give the eastern governments stronger bar- 
gaining power in relations with the West ; but one cannot imagine 
the new Council being grateful for Mr Zilliacus’s suggestion that 
it should begin at once to negotiate en bloc with OEEC in Paris. 
That would mean fighting in the heavy-weight class, and it is 
not ready for that yet. 

All the talk about the West’s boycott and generally unhelpful 
behaviour comes strangely after recent arrangements, such as 
the Polish five-year trade agreement with Britain. Indeed, within 
three days of the announcement of the new Council came news 
of a remarkable deal between Austria on the one side and Hun- 
gary, Poland and Roumania on the other—all indirectly under 
the auspices of the Marshall Plan. Austria is to exchange 
American cotton worth $3,270,000 (bought with Austria’s ERP 
allocation of dollars) for 20,000 tons of rye and 3,000 tons of 
sunflower oil from Hungary. Poland is offering 10,000 tons of 
rye and Roumania §0,000 tons of wheat on similar terms. The 
deal is all the more remarkable in view of the past refusals of 
Austria’s neighbours to trade their food for its goods. 


So it is possible that the plans of the new Council—with all 
its avowed hostility to the West—may become in a sense comple- 
mentary to the European Recovery Plan, which has always set 
great store on increasing trade across the iron curtain. It may 
be the Council’s intention to see that the best possible use is 
made of the dollars that are now finding their way eastward. If 
that is so, “ western imperialism ” will be making its impact on 
eastern Europe under official Soviet auspices—which is a salutary 
as well as amusing thought. The western governments will need 
to reflect carefully whether these countries will now be allowed 
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to make firm, long-term offers of raw materials and food. And 
it will be interesting to see whether the Soviet Zone of Germany 
will become a member of the new Council. 


* * * 


More Pay for Farm Workers 


The growing convention in arbitrating wage disputes of 
splitting the difference and conceding about half the workers’ 
demands has been varied in the award of the Agricultural Wages 
Board. If confirmed, the Board’s decision will increase the 
national minimum wage for male farm workers by 4s., from 
£4 tos. to £4°14s., will shorten their working week by one hour 
and will give them an extra day’s paid holiday in the year. 
Although overtime rates are not altered, the effect of the other 
changes will be to increase their cost by 2d. an hour. The 
increases are a great deal less than the original claims of the 
workers’ representatives. Their demand for double time at week- 
ends, as well as for a shorter working week and two weeks’ paid 
holiday, would have seriously embarrassed production in the 
special circumstances of agriculture and they have rightly been 
rejected. An increase in the minimum wage is less objectionable, 
but it is wise to make it less than the 1os. increase which has 
become too much of a convention in the successive awards of the 
last eight years. The union deliberately pitched its demands high 
this time, but it has nevertheless accepted the modest increases 
proposed by the independent members of the Wages Board, 
although the farmers, on the other side, are maintaining their 
Opposition to the increase. The justification for a wage increase 
is that agriculture is an undermanned industry—although recent 
Ministerial pronouncements, perhaps deliberately, have played 
this point down—but that its workers nevertheless still receive 
less than the average industrial wage. On this occasion, justice 
has probably been done without any considerable departure from 
the principles enunciated in the Government White Paper on 
wages and prices. 

The difficulty is that the farmers are certain to use the wages 
award as a lever for demanding higher guaranteed prices from the 
Government under the annual agricultural price review which is 
about to begin. The estimated actual cost of the Board’s 
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award is comparatively small, about £6,000,000. (Their last award 
cost about £25 million). Moreover, there is no doubt—whatever 
the National Farmers’ Union may assert to the contrary—that its 
main impact will be on the comparatively large and prosperous 
farms which employ a high proportion of the total labour force. 
There is no proper case for a further increase in farm prices 
merely on the strength of these moderate concessions to the 
workers, and for once agriculture should be asked to show that 
it can absorb slightly higher costs, without detriment to farming 
profits, through that increase in efficiency for which there is ample 
scope. 

* * * 


Courts Martial 


After every war, it is very reasonable that the system of 
Service justice should be reconsidered in the light of wartime 
experience. In November, 1946, a Committee was set up to 
consider court martial procedure in the Army and Air Force 
and the report has just been published. It was a strong Com- 
mittee, its members having both legal and Service experience. 
On balance it gives the system in operation a clean bill of health 
and certain administrative recommendations have already been 
put into effect. The report does not seek to make any substantial 
changes in the methods of administering justice in these two 
Services. Most of the reforms recommended are procedural and 
can arouse little controversy. 

Two of the major issues discussed are, first, whether there should 
be any appeal from the finding of a court martial, either on fact 
or on a point of law, second, whether it is still desirable that a 
court martial should invariably consist of officers only. On the 
first, the Committee recommends that there should be an appeal, 
on a point of law only, to a permanent Service Appeal Court of 
three lawyers. On the second, the Committee does not favour 
the inclusion of non-commissioned officers or other ranks in a 
court martial, both for practical reasons and for reasons of 
discipline. On this point, there is one dissentient among the 
Committee, Mr Raymond Blackburn, MP. 

Service methods of justice and Service punishments for breach 
of regulation can never run completely parallel to those of civilian 
life, because the basic needs of the Services for discipline can 
never be paralleled in civilian life. Over procedure, the two 
systems can—and this Report recommends that they should— 
come closer together with advantage, but, since absenteeism from 
a pit, for example, is not regarded as the equivalent of desertion 
from a regiment in action, the two standards of punishment must 
vary. 

The report is on its weakest ground in its hesitation over a 
plan developed in the Canadian Army during the war for home 
stations, that of appointing permanent “ Military Magistrates,” 
from officers with civil legal experience, to deal with the general 
run of court martial offences, single handed, as representatives 
of a standing court martial. The Committee still tends to cling 
to the old belief that the only possible court martial is the group 
of three or five serving officers, drawn at random from the units 
available in the area, and jt seems to believe this because these 
officers are likely to be more closely in touch with Service con- 
ditions. There is some confusion of thought here. The preven- 
tion of crime in the Services is a matter for the unit officers (the 
recent correspondence in The Times suggests that some of them 
ate not too successful in this). The apprehension and punishment 
of crimes actually committed is not necessarily a unit or an area 
matter. It is the concern of the Service as a whole, and the 
“ Military Magistrate ” could not only give as good justice as the 
normal court martial, he can, on jan experience, give it 
more quickly; and justice which is slow often ceases to be 
justice at all. 

* * * 


Penny Peepshow 


It is nearly five weeks since the lid was taken off newspaper 
circulations. The effect has not been the jack-in-the-box rise for 
which some newspapers hoped. The general effect has been 
rather that of a modest reshuffle, with the Daily Mirror emerging 
with a clear lead over the other national daily papers, at an 
advertised circulation of 4.1 million. The Daily Express has not 
been able to maintain its sales over the 4 million mark for six 
days a week, although it will probably succeed in doing so fairly 
soon. Taken as a whole the Daily Express, Daily Mail, Daily 
Herald and News Chronicle have all either lost or gained less than 
they expected in relation to the Daily Mirror. 

Audited figures of circulation will not be published till after 
June of this year, and such information as is now available is 
not capable of more than general interpretation. Orders from the 
military camps—particularly those in Germany—have increased 
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for the Daily Mirror and fallen for the other penny papers. Taken 
all round it appears that the Daily Mail has made a 
increase, more modest than the improvement in its presentation 
would have led one to expect ; the News Chronicle has just failed 
to hold its own; the Daily Herald has lost fairly heavily ; The 
Times and Daily Telegraph have both gained about Io per cent; 
and the Manchester Guardian has lost in the South and gained 
in the North. Of the London evening papers the Star has gaineg 
80,000 to 90,000, which is more than its two competitors together 
have gained. Most of the Sunday papers have gained, the S 
Pictorial by as much as 11 per cent, while the News of the World 
has added another 3 per cent to its already gigantic circulation, 
The Sunday Times has gained while The Observer has not, 

This is a slack season, and not too much should be read 
into these figures. It is, indeed, something of an ano 
that increased newsprint supplies should have been released at, 
from a journalistic point of view, one of the dead seasons of the 
year. The six months’ audit next June will be a much more 
reliable index of popularity, although it will in part be a reflection 
on the papers with the most successful tipsters for the fiat racing 
season. 

The increases achieved by The Times represents the freeing of 
a pent-up demand. The Daily Telegraph, which hopes to reach 
one million when the second instalment of Mr Churchill’s memoigs 
gets under way, has absorbed readers from several of the penny 
papers, and its success is a tribute to its policy of concentrating 
on news rather than features. The unfortunate thing is that the 
cartelisation of the press, which has been imposed by newsprint 
rationing, means that paper which might have increased the 
number of pages in the serious papers is used to swell the circula- 
tion of the less responsible ones. The success of the Daily 
Mirror is a sorry reflection upon a democracy, sometimes called 
educated, which prefers its information potted, pictorial and spiced 
with sex and sensation. At a time when more newsprint supplies 
have been demanded in the interests of an informed public, that 
public appears to prefer to toy with a kaleidoscope rather than to 
look at the real world through plain glass. 


* * * 


Israel Takes Shape 


Now that the fighting and flouting of Uno is over a spate 
of recognitions is showering upon Israel. Last weekend a group 
of ten states, including Great Britain and two Dominions—but 
not India or Pakistan—simultaneously announced their decision 


to accord it de facto. American recognition de jure immediately . 


followed, bracketed with recognition of Transjordan. Behind 
these acts lie a motley group of emotions and motives. Among 
them can be counted a successful British argument, conducted 
by Sir Oliver Franks in Washington, that it would be impolitic for 
the White House completely to ignore the fear of Israeli expansion 
that is real and acute in some Arab states, and the successful 
American counter-representations to Mr Bevin that Israel is 
neither so bent upon aggression nor so red as he had feared. 

Certainly this last point is amplv proved by the Israeli election 
results, which must have disappointed Moscow. Mapai, Mr Ben 
Gurion’s Moderate Labour party, gained a larger lead than most 
people had expected, polling nearly 153,000 out of 427,000 votes. 
Unexpectedly Mapam—the left wing socialists—with 63,000 votes 
and the United Religious Party with 52,600 votes, both polled 
more than the ex-terrorist nationalists, now called Cheruth, whose 
party aspirations are described in a letter on page 238. A likely 
explanation of this distribution is that a people which has, since 
1944, had only intermittent respite from terrorism, now longs for 
laborious days and quiet nights. The Irgun may well have paid in 
lost votes for its past ventures in holding up its own folk in order 
to get money to buy explosives. This explanation is borne out 
by the smallness of the vote for the Stern Gang, which will be 
lucky if it musters one seat out of 120. The Communist party 
secured three per cent of the total poll. 


* 


Perhaps naturally, the initial speeches of the winning states- 
men stick to generalities—a middle road between east and west, 
reconstruction, no discrimination. They contain no mention of 
the burning problems outstanding: what is going to happen about 
frontiers, about the status of Jerusalem, about free ports at Lydda 
and Haifa—to which, like -birds of omen. the oil refineries’ British 
staff have now returned from Cyprus. 

The only inkling of probable Israeli firmness about having and 
holding comes from a Jewish spokesman _in.Jerusalem, whois 
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said to have remarked, when announcing the transfer of New 
Jerusalem from military to civil administration, that was now “as 
much a part of Israel as Haifa or Tel Aviv.” 

.No wonder, if this is correct, that the talks at Rhodes are going 
slowly. They embrace the problem of what Egypt and an 
undefeated Transjordan can accept without wholly upsetting their 
home politics. Transjordan, in particular, is an inland state 
which does not want to be beholden either to Israel or to Syria 
for its Mediterranean outlet. Were it not for this preoccupation 
Transjordan, with its capacity for seeing straight and far, might 
do well to consider surrendering the Negeb to Israel’s abounding 
energies, on the grounds that these would be absorbed for a 

tion or more in the job of fertilising and peopling the 
arid south. This it would, or should, prefer to seeing them turn 
eastward in some earlier access of hunger for land, 


* * * 


Exit Miranda 


Sefior Miranda’s departure from office as head of the National 
Economic Council is generally expected to mean a change in 
Argentina's economic policy. There can be little doubt that, from 
his country’s point of view, the apparent abdication of this 
dominant figure has come in the nick of time. As one of President 
Perén’s original henchmen in the struggle for power, Senor 
Miranda had come to occupy a unique and remarkable position 
in the regime. Besides being the economic éminence grise of an 
administration which lacked any comparable talent, he appeared 
to have such influence with President and Sefiora Perén that he 
could say and do with impunity things which no one else in 
office dared to attempt. 

The real reasons for Sefior Miranda’s eclipse are not yet public 
knowledge. As given out in his letter of resignation, he has 
genuinely suffered from poor health for many months past. This 
was partly why, in spite of widespread views to the contrary, those 
in a position to know had long given up expecting him to visit 
London this autumn or winter to negotiate a new trade agreement 
with Britain. Now that he is out, whatever the fundamental 
causes, it is possible to take stock of what he did during a period 
of undisputed rule. 

If not the originator of Argentina’s postwar economic policy, 
Sefor Miranda has certainly been its chief architect. Its aim 
has been to try to reduce the country’s extreme vulnerability to 
wide fluctuations in the world prices of primary products. The 
method and spirit with which this quite understandable policy has 
been pursued have proved disastrous. Bitter nationalism has 
corroded legitimate ambition, and the intrinsically reasonable idea 
of a Five-Year Plan of industrialisation has been allowed to over- 
teach itself. In particular, two of its main provisions affecting 
external trade and foreign relationships—namely, import restric- 
tions on consumer goods and the prices asked for Argentine 
exports—have been applied too rigorously. Taken in conjunction 
with sheer miscalculations at home—for example, on the cost of 
the capital programme and its immediate effects on the output of 
ptimary products—these policies have recently brought the 
Argentine economy to an alarming state of inflation, external 
indebtedness and internal confusion. 

way out is clear: it is to limit capital investment to a 
level which Argentina can honestly afford and to play fair with 
foreign traders. And now that Sefior Miranda’s evil influence is 
gone, there seems to be no reason why this should not be done. 
Those who know him look to Sefior Bramuglia, the Foreign 
Minister, to use his rising influence, wide experience and political 
realism to divert his country’s new economic policy into less 


dangerous paths. 
* * * 


Rationing Abundance 


_ The promised abundance of eggs is at hand, and it is 
evidently causing some embarrassment to the Ministry of Food. 
spring, there were so many eggs that the allocations to 
Consumers were often not taken up in full; for a household of, 
say, five, even three eggs per head at 3d. each are an expensive 
item in the weekly budget. This spring, supplies will be big 
fnough to provide an allocation of four or five eggs per head 
Per week, and retailers can sell as they will any eggs that they 
we over after meeting the allocation. In effect, therefore, eggs 
for a short period be unrationed. 
the Ministry of Food had left it at that, there would have 
to criticise. _ But, in order to encourage people to buy 
— large supplies of eggs, the price is to be reduced to 23d. 
Most English eggs and 2d. for the small English and foreign 
“88s. Again, this on the face of it is a logical step. In those 
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far-off days of a free market, the spring was always the time 
when eggs were cheapest; in reducing the price Mr Strachey 
appears to be merely attempting to follow the laws of supply 
and demand. But the big distinction between prewar days and 
1949 is that eggs are now subsidised to the extent of £20 million 
a year ; if they were not subsidised, the average retail price would 
be 43d. The reduction in the price means, therefore, an increase 
in the subsidy. In any case the larger supplies must mean a 
greater total outlay for the Chancellor of the Exchequer in 
1949-50. 

It may be that the Ministry is bemused by its so-called 
nutrition policy. Eggs are a source of first-class protein ; every 
man, woman and child must, therefore, have an allocation of a 
certain number of eggs at a price they can afford. If the price 
remained at 3d., Dr. Summerskill’s “ masses” would not be able 
to buy more than at most three eggs per head a week, whereas 
the rich could have an egg a day. It is also possible that the 
meat ration may be reduced by another 4d. in a few weeks if the 
negotiations with Argentina do not go favourably, which would 
make an extra egg nutritionally all the more valuable. The flaw 
in this argument is that the nutrition policy has, for the ordinary 
consumer, become a fiction. Its essence is that there should be 
enough of the right food available at a price within the reach 
of all, and the principle behind it is that people will then buy 
this food. The truth is that it is tobacco and beer—and the pools 
—that form the fixed, to be maintained at all costs, element in a 
working man’s budget. It is the rise in the cost of tobacco and 
beer that to him represents a rise in the cost of living far more 
than does a rise in the price of food. He puts beer before eggs. 

The Government naturally refuses to face this fact, and the 
approaching glut of eggs is the consequence. What nonsense it 
makes of food policy that farmers should be encouraged by 
financial incentives to produce vast quantities of eggs which 
people then have to be encouraged by financial incentives to buy. 


* * * 


More Clothes Unrationed 


It is becoming more and more clear that the Government is 
having almost as much difficulty in taking things off the ration 
as in putting them on. It is easy enough, once the administration 
has been built up, to ration articles of general use that are in short 
supply. It it much more difficult to decide what to do in the 
twilight between scarcity and sufficiency that prevails at the 
moment. Once again, Mr Harold Wilson, President of the Board 
of Trade, has announced a relaxation in clothes rationing, and 
once again he has been assailed by the trade for not removing it 
altogether. 

The two main points about clothes rationing at present are. 
first, that everyone has sufficient coupons to buy all the clothes he 
needs—if not, all that he wants. Clothes today are rationed by 
price more than by coupons. The second is that whereas some 
clothes are plentiful enough for rationing to be abandoned, others 
—notably cotton goods—are still scarce, and, so long as the 
export drive continues to be successful, are likely to become even 
scarcer. (The supplies of wool ‘textiles are discussed in a Note 
on page 258.) The correct action for Mr Wilson to take in this 
situation would seem to be to increase very sharply the points 
value of cotton goods. Actually, what he has done is to take 
nearly all woollen and woven clothes off the ration, and all 
garments made of such cloth, that is, suits, woollen dresses and 
overcoats. This, however, merely means that people will have 
more coupons available for chasing the scarce cotton goods in so 
far as they have the money to buy them. In fact, by retaining 
coupons virtually for cotton goods and for knitted wool, without 
at the same time up-pointing these goods, he will make them 
scarcer than ever. Rationing in these circumstances does not 
fulfil its function of ensuring enough to go round. Mr Wilson, 
if he were not devoted to rationing as a thing beautiful in itself, 
might well have considered whether its retention is worth its 
administrative burden and whether it should not be abandoned 
altogether. 


Marshall Music 


Some people like their economics in White Papers, some 
prefer them in the form of dramatised BBC features. Any one 
who finds both these media too difficult can now absorb the facts 
and figures to music—by courtesy of the US State Department. 

Radio Luxembourg has for some time been attempting to 
build up a midday audience on Sundays by offering English- 
speaking listeners a sequence of hillbilly chants, greetings to. the 
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Boy Scouts of Britain and popular ballads directed at the older 
generation. Since mid-January the Boy Scouts have stepped 
down in faveur of the American Government. The State Depart- 
ment is now responsible fer a fifteen minute broadcast at 2 p.m. 
entitled “The European Co-operation Administration Pro- 
gramme.” The structure of the programme is, by British 
standards, startling. Mr Acheson’s department starts with a pot- 
pourri of current smash hits from Broadway and a brief warning 
of a short talk to follow. Before she listener has time to switch 
off in order to avoid the talk, the smash hits give way to recordings 
of New York’s leading dance bands. Once again the announcer 
notes in passing the talk-to-come but maintains suspense, this 
time with a medley of tunes from the latest Hollywood song and 
dance film. At this stage a spokesman in Washington delivers 
4oo-soo simple and effective words about American aid and 
European reconstruction. Even while the benumbed listener is 
rising from his armchair to deal with this, the spokesman has 
ficated off the air and the dance band has resumed. 
This way of selling the European Recovery Programme will 
no more appeal to average British taste than does the American 
combination of raspberry jam with sausages for breakfast. But 
the State Department deserves congratulation for trying to bring 
economic facts home to the untouchable audience of the young 
worker and girl friend, whose interests are bounded by the tabloid, 
the movie and the palais. All that remains to be done now is for 
Unesco to include this experiment in its studies of mass media. 


* . * 


$300 Million Saved on Coal 


Figures for 1948 issued by the Economic Commission for 
Europe in Geneva show a remarkable improvement in European 
coal production over the past vear. In 1948 output rose ro per 
cent, or almost 50 million tons, over the preceding year. Note- 
worthy progress was recorded in all of Europe’s major coalfields, 
with the exception of France, where the miners’ strike ‘caused a 
sharp fall last autumn. 


From The Economist of 1849 


February 3, 1849. 


Tue fast day of the corn law was worthily honoured on 
Wednesday by a great gathering at Manchester. Most of 
those who had, as members of the League, taken an active 
part in informing the public mind on the great question of 
free wade, were present, and shared the triumph they met 
to celebrate. They could boast of a great victory, while there 
was nobody vanquished. Their conquest was over evil. 
There were no mangled remains—no ruined lands—to make 
them sigh over their success; but flourishing trade, better 
fed people, and most hopeful prospects, gave to their triumph 
all the grace of unalloyed beneficence. They could look 
back on the community preserved in peace, mainly by their 
successful agitation, throught period when all the countries 
around them, vexed and harassed with commercial and other 
restrictions, have been the prey to the most disastrous social 
convulsions. . .. a 

They can look forward to increasing trade—to the resources 
of the country improving—to the strengthening and enlarging 
ef our peaceful relations with all foreign countries—to an 
extending demand for all the productions of home industry, 
as well as for those of foreign lands—as the consequences 
of the principle they have espoused ; and they may well not 
only be umshaken, as Mr Villiers said, in their great faith, 
though attempts have been made to shake them, but virtu- 
ously and magnificently proud that they adopted it... . 

Mr Cobden was eloquent and indignant against the Duke 
of Richmond and his silly attempts still to delude the people ; 
and fervent in expressing his conviction that protection can 
never be restored. ‘We,’ he emphatically and justly said, 


“are in power on the corn laws’... He showed very con- 
clusively, we think, . . that the abolition of protection had 
been beneficial to the farmers. . . . “ They say they want high 


prices as a condition to their trade being carried on. I tell 
them, on the other hand, that such a wish is incompatible 
with the interests of the community, and that we will not 
foster the class of farmers at the expense of the other classes 
of the country, Let them go back and test the condition of 
the country in every respect during the last ten or twenty 
years, and they will find that in proportion as the prices of 
food have been high—in proportion, m fact, as they have 
had their own wishes, have the rest of the community suffered 
m every phase, moral, social, polincal, and pecuniary, in which . 
it is possible to. view them.” (Cheers.) 
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The greater part of the additional 50 million tons came from, 
Britain and the Ruhr, each raising production by 16 million toy 
over the totals for 1947. Poland was not far behind, and j, 
mines added a further 11 mullion to the total European gain, 
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+ Including the Silesian Mines acquired fran Germany, : 
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The biggest proportionate expansion took place in the Rubr 
and Poland, but whereas Ruhr output is still far below the pre- 
war level, Polish production is already 8 per cent higher than 
the 1937 peak. For the time being this is a unique distinction, 
although production in both France and Czechoslovakia is back 
to its prewar dimensions. The wooden spoon on last year’s 
showing goes to western Germany and Britain. What is dis- 
couraging is that in both cases output seems to have reached a 
plateau in the past quarter, with Ruhr production standing at 
about 33 per cent below 1937 and British production apparently 
halted at some 10 per cent below prewar. 

The increase in total European production has, of course, meant 
greater supplies of coal, and it has also brought a further signal 
relief in the shape of a reduction in European dollar imports of 
coal from the United States. These totalled 37 million tons in 
1947 ; for 1948 they had fallen to about 18 million. In the 
space of one year the United States has dropped from first position 
as the supplier of European coal imports to the fourth position. 
Thus, with coal at $17 a ton, the miners of Europe have made 
possible a saving of over $300 million, a contribution toward 
reducing the dollar gap which must be second only to that of 
the farmers, 


* * x 


Dr Malan Avoids Trouble 


Dr Malan has slid out of a difficult situation by an astute 
political move. For some time the major political issue in South 
Africa has been whether or not a simple parliamentary majority 
is sufficient to amend the “entrenched” clauses in the South 
Africa Act. These clauses safeguard the limited political repre- 
sentation which non-Europeans still possess, and their amendment 
is an essential part of the Government’s apartheid policy for 
Native segregation. Dr Malan’s legal advisers had stated that 4 
simple majority was enough; but the Opposition led by General 
Smuts had maintained that the solemn promise not to amend 
these clauses without the approval of a two-thirds majority o 
both Houses still held good. Moreover, Mr Havenga, the Minister 
of Finance, on whom Dr Malan depends for his slender majority 
in the House of Assembly and who leads the Afrikaner Party, 
had publicly supported the Opposition view. 

There was, therefore, a possibility that if Dr Malan had pet- 
sisted in his attempt to put apartheid into practice by means ofa 
simple majority, Mr Havenga would have taken his party ovet 
to the Opposition benches and the Government might have fallen. 
Dr Malan has instead proposed and passed through Parliament 
a scheme to set up a joint select commission to investigate the 
application of the Government’s native policy. By so doing 
he has appeased Mr Havenga and, because he has limited the 
commission 10 investigating only the Government’s native policy, 
he has at the same time confused the Opposition. 

But political astuteness will not save South Africa from the 
racial and economic troubles looming ahead. The Speech from 
the Throne at the opening of this session of the Union Parliament, 


for instance, painted an unjustifiably optimistic picture of South - 


Africa’s present economic situation. The measures which the 
ae took last November to stop the drain on gold reserves 

on foreign exchange holdings were inadequate, and it WS 
expected that stricter measures would now be introduced. Ye 
Dr Malan and his colleagues appear to be as blind or indifferent 
to the economic situation as they are to the consequences of theif 
anti-native legislation. ms 
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From School to Scholarship 


State scholarships have been much in the news recently, and 
the universitics are now considering the effects of the new pro- 

js of the Working Party on University Awards on their 
selection methods. Recently, the last of the Oxford and 
Cambridge open scholarship lists for the current year was pub- 
fished, and it is therefore particularly interesting to examine the 
results of this long-established examination system as it works at 
Oxford and Cambridge. 

In all, 244 boys’ schools and 38 girls’ schools were successful 
in gaining open scholarships, or exhibitions at Oxford and 
Cambridge for their pupils. The boys won 297 major scholar- 
ships and 233 minor scholarships and exhibitions; the girls 38 
and 37 respectively. As the number of places and of scholar- 
ships for women at Oxford and Cambridge is limited, no compari- 
sons between the successes of boys and girls are valid. 

As far as boys’ schools are concerned, only 25 schools won four 
or more scholarships (a minor scholarship or exhibition counting 
asa half). The leading schools are as follows: 

Scholarships and 


School. Exhibitions, 
Rane |! ...cskk pects sheeobee hdd atis- CO MLLER Leeks 144 
Bane. |.» 005 45a sags sn pedeah de bab «<b See hehe: TAs Cave 11 
Manchester Grammar School ...................+ 10 
Marlborough and Winchester ...................0 9 
PRY CE RAMI WOU orn cun sc cecos tes caswice 8 
Wellingte US? SWAT AES 7 
Dune!) 53100. ANA bo caedittn ood vote 64- 
Shrewsbury and Sherborne .......................: 6 


These are results for one year alone, and are not, of course, 
records of the standing or prowess of the various schools. 
Allowances should also be made for differences of size. There 
ate 1,400 boys at Manchester Grammar School, 1,100 at Eton, 
630 at Rugby, and 470 at Winchester. Many of the older and 
richer schools also have special closed scholarships. Comparisons 
are therefore liable to be odious. 


Shorter Notes 


The extent and speed of the French people’s response to the 
new § per cent loan has come as a pleasant surprise to the French 
Government. M. Queuille announced on Wednesday that it was 
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certain that more than 100,000 million francs of new savings 

would be subscribed ; and hevadded, with satisfaction, that the 

success of the loan showed how Frenchmen’s acts expressed 

greater confidence in their country’s future than did their words. 
* 


The Labour Party’s publicity department has greatly increased 
the stock of human happiness by committing a first class howler. 
A broadsheet, citing the improvements in the life of the citizen 
which have accompanied the rule of Labour, was illustrated by 
a photograph of a baby in a pram. This picture chosen from a 
collection sent in by an agency was picked as that of an “ unknown 
child,” but on publication it was recognised that the little found- 
ling was none other than the present Duke of Kent, and that the 
photograph was taken by the Daily Express in 1936 when Mr 
Baldwin ruled in the land. The Labour Party headquarters, 
which might reasonably have defended itself by pointing out that 
proletarian babies are now as bonny as once only princely babies 
were, has been reduced by the roar of public merriment to a 
nervous silence. 

+ 

Mr Tsaldaris, the Greek Foreign Minister, has emphatically 
denied reports that his Government was considering acceptance 
of the rebels’ latest peace offer. Since this is conditional among 
other things on the expulsion from Greece of all foreign missions, 
and since it contains no hint of any readiness by the Communists 
to lay down their arms, it is indeed quite inacceptable. It is 
indeed doubtful whether Markos himself is still active and 
whether the rebels’ gesture is anything more than a minor incident 
in the Soviet peace offensive. 

* 


The Council for the Preservation of Rural England in a 
pamphlet (Posters and the Planning Act, 9d.) urges local planning 
authorities to make full use of their new powers to regulate out- 
door advertising. The Council gives examples of the 
excessive numbers of advertisements—there are over 1,000 major 
advertisements on the London-Hastings road—and points out that 
many are umnecessary as well as ugly. A displeasing feature is 
the large number of posters erected by the Government—15§ per 
cent of the total in Preston, for instance—which destroys amenities 
with one hand while it sets up a whole Ministry to safeguard 
them ‘with another. 









WA 
QW 
oe 


six-hour month 


On working a 


Modern methods sometimes make almost incredible savings in 
production time and cost. An example: a well-known firm 
wished to cut a block of steel 51 inches thick to an intricate 
pattern, Estimated time for machining was 300 hours—more 
than a normal working month! By a BOC process— Heavy 
Cutting—the job took only six hours. One more instance which 


underlines the extreme importance of BOC processes in Industry 
today. 


The British Oxygen Co Ltd 
London and Branches 
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Place an order with your usual bookstall or 

newsagent. The Times is the authoritative, 

accurate daily newspaper to which all classes 
of thoughtful people instinctively turn. 
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Letters to 


Ownership of the Ruhr 


Sir,—The decision to leave the form of ownership of the Ruhr 
coal and iron and steel industries to be decided by the Germans, 
while in accord with democratic principles, would seem to be 
fraught with certain future dangers, against which the establish- 
ment of the Military Security Board is but a temporary safeguard. 
For the rising tide of aggressive German nationalism makes it 
seem unlikely that this Board will last any longer than did the 
Allied Military Commissions last time. Even if nationalisation of 
these industries takes place this would be no guarantee either of 
their future use solely for peaceful purposes or of their not later 
returning to private ownership, as did the Prussian state collieries. 

If instead of being exclusively German the ownership of these 
industries had been vested in an international corporation in 
which France, Germany, Belgium, Luxemburg and possibly Great 
Britain shared, certain advantages would have resulted. All the 
participating states would have an interest in the prosperity of 
these industries and access to information and some influence 
over their activities. The fears of France would have been some- 
what allayed. Control through majority ownership would have 
been less irksome, and would have outlasted and been more diffi- 
cult to displace than that of such a body as the Security Board. 
The dividends (if any) received by the non-German participants 
would have been a less provocative and more practical form of 
reparations than the removal of plant; and finally such a scheme 
would be a step towards the ultimate integration of the Ruhr 
coal and iron fields with those just over the border of which 
economically and geologically they form a part.—Yours faithfully, 

Reform Club, S.W.1 T. H. MINSHALL 


Trade Union Strength 


Sirn—The case put forward by Mr Hil! in his letter in 
The Economist of January 29th is that usually put forward by 
the advocate of a large union. Let me say at once that I do not 
condemn a union merely because of its size, nor do I think that 
because a union is small it must be efficient and progressive. 


My main argument is that there should at least be some’ 


community of interest amongst the members of a union, other- 
wise it is impossible for that union to do its work efficiently. 
I respectfully suggest that Mr. Hill’s own union, which caters 
for lighthouse-keepers, taxi-drivers, waitresses, midwives, and 
street-sweepers, cannot adequately look after the interests of all 
these various types of people. A vast empire is built up over which 
a small body of bureaucratic officials rules and the subject—that 
is, the smal! comparatively uninterested branch member—feels 
as remote from his emperor as the English colonist felt in his 
cabin in the Virginia woods from George III. As a humble 
branch member of a unicn, a large but much smaller one than the 
Transport and General Workers, I, and many of my fellow 
workers, feel very remote from those at the top. I am satisfied 
that the same obtains in many other unions, and my point is 
borne out by the number of unofficial strikes relating to the T & 
GWU which have occurred since 1945 in various parts of the 
countrv. Statistically these strikes may not be as numerous as 
strikes in smaller unions, but their effect on the community has 
been most menacing.—Yours faithfully, G. B. Gray 
10 Lee Lane, Horsforth, nr. Leeds 


German Exports 


Sir,—Among all the exaggerated newspaper-propaganda against 
the pitifully small exports of the German Volkswagen, which are 
less than 2 per cent of British automobile exports, it was an 
assurance that British fairness is still in existence to read your 
comments on this subject in vour issue of January rsth. 

As general manager of the Volkswagen factory, five. miles from 
the Russian zone border, I feel entitled and obliged to state 
definitely that nothing is more contrary to my intention than 
to touch anybody’s interest by dumping exports. Our prices are 
fully in line with competitive makes, which may be by accident 
because there is nothing truer than what you say about the 
eonfusien and unreality of all German commercial relations with 


the outside. world... Ail we are iooking for is a‘fair share of the 
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the Editor 


export markets to which our car appeals not by undercutting Prices 

but by its mechanical ingenuity, fuel economy and performay 

—Yours faithfully, HeEInz Norpuorr 
20a Wolfsburg. 


The Cherut Party in Israel 


Sir,—In The Economist of January 22nd you describe th 
Cherut Party as “almost fascist” and “ anti-Russian.” Sing 
the speakers and workers in the Cherut Party whom I have listened 
to both in Israel and elsewhere have insisted very forcibly thy 
the government of Israel shal! be a truly democratic government, 
I feel that your use of the adjective “ fascist” merits reconsider. 
tion. 

In a booklet entitled “ Principles of the Hebrew Freedom Moye. 
ment,” which was issued some months ago, the party ge 
forth its political principles and its programme. Here are a few 
quotations from this booklet: “ Leaders of the government must 
be the servants of the people and not their masters”; “ There 
must be strict adherence to the basic principles of the human 
rights of all citizens ; equal rights for all citizens regardless of 
origin, religion, or sex”; “ The courts of justice of all degrees 
must be completely independent of the Executive ” ; “ Cherut will 
resist every attempt to enforce any regime of oppression or fo 
establish a single party legislature” ; “Cherut demands that th 
unalterable principles governing all State institutions shall be: 
(1) Government of the people, by the people, for the people; 
(2) ‘ Justice, justice thou shalt pursue!’ ; and (3) ‘One law shall 
be for him that is home born and for the stranger in the land’? 

As for Cherut being “ anti-Russian,” the same statement of 
policy declares that “Cherut foreign policy will be a policy of 
peace” and goes on to add, “Cherut will strive to strengthen 
understanding and friendly relations between the Hebrew state 
and the USSR which consistently helped in the achieving of the 
first stage of our independence.” “The guiding principle of 
foreign policy will be reciprocity: friendship for friendship; 
help for help ; and enmity for enmity.”—Yours faithfully. 

71 Chatsworth Road, N.W.2 IvAN M. GREENBERG 

[The evidence quoted by the writer exists, so far, chiefly on paper. 
Other evidence available is that Cherut’s former name was Irgun Zyai 
Leumi—a body which did not live up to all the principles quoted above; 
that its present emblem is both ardently nationalist and expansionist, 
and that during the election its very billstickers plastered their posters 
over other parties without thought of “equal rights for all citizens.” 
Only time can show to which of its precepts and practices Cherut will 
adhere.—Ep.] 


Unemployment in Belgium 


Sir,—In reading your remarks on “ Unemployment in Belgium,’ 

The Economist, January 15th, one gets the impression that 
Belgium for her part has done very little towards promoting sound 
economic life in western Europe. 
_ Whilst it is quite true that economic activity in my country 
is subjected only to a slight control, it, nevertheless, is equally true 
that we gave Great Britain for example, a credit of 13 milliards 
of Belgian francs (about £74 million), that the greatest part of out 
share in the Marshall Aid is used to give other nations credit, 
and that we allowed them to write their debt off by the import 
of all kinds of goods. 

It seems to me that the difficulties with which Belgium is 
struggling, especially in the textile trade (but also, for exampk, 
in the diamond trade) have more to do with a structural crisis 
than with anything else. The crisis is most certainly due to @ 
excess world production capacity. Even before the war, there 
was a certain amount of structural unemployment and since the 
war, capacity has been added in the production plant of many 
countries, especially in those countries which were traditional 
customers of Belgian—and European—industry. This new plant 
has the advantage of having been built in conditions that enabled 
a quick write-off and enjoys further a more modern and henet 
more efficient set-up, and is able to preduce at Icwer cost. 

he crisis Belgium is going through now is most likely a pre 
lude' to. a general crisis in the ether. countries, the very basis of 
west European prosperity having been colonialism under its dif- 
ferent aspects of buying cheaply and selling dear. This econcmic 
system is disappearing aad prospects for Eurape do lock gloomy 
now.—Yours faithfully, F. LouweErs 

66 Evergemse Steenweg, Wondelgem, Belgium : 
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FOR THE LIBRARY 


Keeping a welfare library up-to-date and well- 
equipped with interesting books is something of 
a problem, especially if the job has to be fitted in 
with other welfare work. In this matter The Times 
Book Club can be of great help. Expert advice 
on the choice of books to suit any particular 
need is freely given, and running costs can be 
kept down by taking advantage of the compre- 
hensive stock of recent books withdrawn from 
The Times Book Club’s own Library Services. 
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Labour’s First Four Years — 
success, or failure ? 


The present Government’s record occupies the entire February 
issue of WORLD REVIEW. This is the first objective, all-round 
examination of Labour’s first four years. This unusual and 
important feature has 

Covered every aspect of Government policy, both at home 
and abroad. It has been 

Written by an expert team of ten journalists, from papers 
all noted for their independent and authoritative views. It 
has been 

Checked for the highest degree offairness by representative 
spokesmen of all three parties, whose comments are also 
printed, It sets out the arguments 

For giving credit where credit is due, and considering the 
disadvantages this administration inherited. It likewise sets 
out the case 

Against —indicating its shortcomings and blunders, 
considering its initial advantages. 

The next Election is approaching. ‘The Government will be 
judged on the practical results of its policy. This investigation 
foncerns every thinking person in the country. It appears 


exclusively in 


World Review 


FEBRUARY ISSUE 1/@ NOW ON SALE 











Volume II 
of 


Winston Churchill's 


WAR MEMOIRS 


(MAY 1940 —JANUARY en 


The story of Britain in her finest hour 
.. how the British held the fort alone. 


** The Memoirs of Churchill stand by themselves. 
As history they are accurate and objective; as 
autobiography they rank with the many great 
self - portraits which the English genius for 
intimacy has produced ; as literature they are 
models of composition, variety and style,” 


— Harold Nicolson (ia his review of Vol. 1) 


appearing exclusively in 


The Dailp Celegraph 


commencing February 4th 


Order your copy TODAY— 
Your newsagent CAN supply you 
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London of Dickens 


‘** Mayhew’s London.” Edited by Peter Quennell. Pilot Press. 
569 pages. 2iIs. 


Tus book is Dickens in the raw. If anyone has doubted the 
reality of the dank underworld haunted by Our Mutual Friend, 
the cunning of the Artful Dodger and Fagin, the drunkenness of 
Sarah Gamp, or the loneliness of Jo in Tom-all-Alone’s, let him 
read Mayhew’s account of London, first published in 1851. Here 
can be found the relations of many of Dickens’s lesser and par- 
ticularly his less amiable characters, the Rogue Riderhoods, and 
Bill Sikeses, as well as a number of unfortunates who had 
descended to the gutter through no fault of their own. Coster- 
mongers, rat-catchers, bird-fanciers, street sellers of every con- 
ceivable kind, old-clothes men, sewer hunters, street clowns, mud- 
larks and crossing sweepers tell their tales of poverty, dirt, disease, 
and a desperate search for livelihood. Yet the tales are not all 
depressing. They reveal appalling living conditions, as was 
Mayhew’s intention, but they reveal too a heartening vitality, a 
love of independence even to the length of starvation, and a pas- 
sionate hatred of the workhouse. 

The book, as edited by Mr Quennell, includes in one volume 
what Mayhew originally published as a series of articles and 
subsequently collected into two volumes under the title “ London 
Labour and the London Poor.” The contents are uneven, and 
the text, being a series of unconnected articles, is unsuitable for 
constructive reading. It is a book to be dipped into for one or 
two vignettes. The longer descriptions of two or three pages 
are the most valuable, particularly those which use the original 
words of the characters described. These are vivid and read 
with an authentic note. Apparently Mayhew roamed the docks 
and poorer parts of London, picking his characters at random. In 
an attic or cellar, in a crowded bar, or bribed by the promise 
of a hot dinner he persuaded them to talk of their life, what they 
earned and ate, where they lived and of their past histories. Only 
a few of Mayhew’s characters are prosperous: the shopkeeping 
class only appears by indirect reference to the extortions their 
unscrupulous members exacted from the less fortunate. One is 
left with a seething mass of the dispossessed, who lived in a 
London overwhelmed .by its increase in population, but whose 
condition, owing to Dickens, Mayhew and others, was beginning 
to be the subject of agitation and reform. 


Reichstag Fire, 1947 


“Dimitrov Wastes no Bullets.” By Michael Padev. Eyre and 
Spottiswoode. 160 pages. 5s. 


In this book Mr Padev, a Bulgarian political exile who broadcast 
from the BBC on behalf of the Bulgarian anti-Nazi Resistance 
during the war,, tells the tele of the Communist conquest of 
Bulgaria culminating in the trial and execution of the leader of 
the Agrarian Party, Nikola Petkov. The story begins in 1941 
in a Nazi-controlled concentration camp, of which Mr Padev, 
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Publications 


Petkov and the Communist Yugov, who subsequently becany 
Minister of the Interior, were then co-inmates. From 1949 jp 
1944 Petkov was one of the five members of the National Com. 
mittee of Resistance; after the Germans had been driven out, 
he was a Minister in the “ Fatherland Front” coalition Govep. 
ment. This coalition broke up in 1945 Owing to the Communigy 
use of the Ministry of the Interior, under the protection of the 
Russian army of occupation, to persecute the Agrarians, who 
were at the outset the strongest party in the coalition. In October, 
1946, the Communists obtained a parliamentary majority in Tigged 
elections. Petkov continued to lead the opposition in parliamey 
until June 5, 1947, when he was arrested. He was hanged on 
September 23rd. 

Mr Padev carefully analyses the evidence on which Petkoy was 
convicted, using the official record of the trial. The condua of 
the trial, which was held before a court of three Communis 
judges, fully deserved the denunciation of it in the British Govem. 
ment’s Note of September 25, 1947, and it remains a remarkable 
fact that the British Government, having intervened diplomatically 
in the case and been attacked for doing so by Communists apd 
fellow-travellers in the House of Commons, has never published 
its own account of the trial in the form of a White Paper; itis 
a story which illustrates perhaps better than any other the Com. 
munist techniques of seizure of power and of judicial murder, 

The most astonishing of all the documents quoted in Mr Padey’s 
book is the speech made in the Bulgarian parliament by the 
deputy Peter Koev just before his second arrest by the Communist 
police. Asking forgiveness in advance from his party colleagues, 
he said: “I declare in front of you, and through you to the whole 
Bulgarian people, that if after my arrest some sort of confessions 
of mine are published, they will not be mine, nor will they be the 
result of my free will. I declare this because I have already been 
in the Militia Prison and I know how one comes to sign such 
confessions.” Such is indeed extraordinary language for a deputy 
to use in the public assembly of a supposed “ democracy,” butit 
does not go beyond the facts of Bulgarian political life under the 
Communist dictatorship. What is remarkable is that, even with 
all their apparatus for producing “confessions,” the prosecution 
could not present a Case against Petkov on which any court with 
a vestige of judicial independence would have condemned him. 


The Film Addict 


“British Cinemas and their Audiences.” 
Dobson. 279 pages. 15s. 
Four-FIFTHS of this book consists of 110 of the entries received 
in two competitions published in a cinema magazine. The first, 
which attracted 200 entries, asked for the competitor's record 
of film going, and specifically requested details of the age at first 
attendance, the frequency of visits at various ages, and the effect 
he thought that films had had upon his emotions, interests amd 
ambitions. The second, to which 150 people replied, asked about 
the competitor’s likes and dislikes in films. The author admits 
that such a tiny sample—he estimates the total number of readers 
of the Picturegoer at one million—is not necessarily representative 
of the experiences and preferences of filmgoers in general. He 
hardly pauses, however, to consider to what extent and in what 
directions the views of his correspondents are likely to be dis- 
torted ; one source of possible bias is that they were all prepared 
to recount their experiences in a competition of this sort. 
he does not hesitate to draw numerous conclusions from thes 
documents about the film-going habits, the experiences, the likes 
and dislikes of what he chooses to call “ our contemporary masses.” 
Finally he employs this flimsy material to support his main thesis 
that “films must become a deliberate concern of cultural leader 
ship.” Mr Mayer’s authorities range from Aristotle to Marx 
Mumford, but his English is indigestible. 

The entries themselves are fresh and varied and entirely ul 
edited. Some, tantalisingly, lift only a corner of the curtail; 
others are full-scale confessions. There is one ingenuous attempt 
by a schoolboy to earn some money “to by a bike”; om 
or two are carefully, almost painfully, composed essays ; many 
recount the emotions of the true “ film-fan,” who identifies het- 
self or himself with each successive idol and copies their gestures 
clothing and hair-style. “A psychiatrist might claim some of th 
authors as his own: for instance, the young clerk of 25 who ofly 
goes to the cinema by himself or with his mother, and perhaps 


the miner of 21, who in 1944 saw 430 films and “I hope I @ 
beat that total in 1945.” 


By J. P. Mayer. 
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AMERICAN SURVEY 





The Fourth Point 


(From Our US Editorial Staff) 


HE fourth point of President Truman’s inaugural address— 

“we must embark on a bold new programme for making 
the benefits of our scientific advances and industrial progress 
available for the improvement and growth of under-developed 
areas”"—has promptly begun to accumulate interpretations. 
The interest Point Four has aroused is consistent with its 
potential importance as the newest of America’s foreign objec- 
tives. The discussion concerns its philosophical content, its 
origin, and its practical possibilities. 

One view is that the President, feeling, as he said earlier 
in his speech, that “the initiative is ours” in the west, was 
opening a new “cold war” front in the Orient.. The reason- 
ing behind this view is that developments in China have 
demonstrated the danger of supporting specific political 
forces in the shifting Oriental scene. A policy of offering 
the means of increased production to the rising nationalisms 
of Asia is believed to hold out better promise, in the long run, 
of attracting these countries to the West. This is particularly 
true if the job is done under the auspices of the United 
Nations, underlining the President’s assurance that “the old 
imperialism—exploitation for foreign profit—has no place in 
our plans.” In this framework the active co-operation of the 
under-developed countries would be as central to the new 
approach as the response of western Europe has been to the 
Marshall plan. 

Another analysis sets the move against the background of 
recent American history. The President called his fourth point 
“a programme of development based on the concepts of demo- 
cratic fair-dealing.” The Truman Fair Deal is the successor 
to the Roosevelt New Deal. The President’s address on the 
State of the Union made clear the continuity in domestic policy ; 
those looking for a link in foreign affairs found it in the imaugu- 
tal address, with its emphasis on freeing the world from want. 
More specifically, it is pointed out that the programme for 
freer trade, begun by Mr Hull through the Reciprocal Trade 
Agreements Act in the first days of the New Deal, is likely to 
reach fruition shortly in the creation of the International Trade 
Organisation. What Point Four means, therefore, is an exten- 
sion of interest, fifteen Years later, from the freer movement of 
existing production to an increase in the total volume of pro- 
duction throughout the free world. 

The most authoritative interpretation of Point Four was 
given by Mr Dean Acheson in the opening moments of his first 
press conference on January 26th. One of the great gifts of 
the new Secretary of State is his ability to put things in their 
pores perspective, a gift all too rare in high places since Mr 

velt’s death. In Mr Acheson’s review of the purposes of 
the President’s address, he said: 


That objective was to make clear in our own country and 
to all the world the purpose of American life and the purpose 
of the American system. That purpose is to enable the 
individual to attain the freedom and dignity, the fullness of life 
which should be the purpose of all government and of all life 
on this earth except insofar as it may be a preparation for some 
Other life... . 

Now, the President was not announcing a project to be com- 

cted within a few weeks or months. He was announcing in 
this, as in the other three respects, a long programme for his 

inistration, It was a programme on which much has been 
done in the past and on which more can be done in the future. 

President pointed out that the United States has no 
Monopoly of skills or techniques. Other countries have vast 
Teservoirs of skill. In almost every country there is some 
Nucleus of skill, some group of people whose technical abilities 
can be expanded with help from the outside. With all of those 
People, the President stated, we wish to work. He particularly 


stated that we wished to work through the United Nations and 
all those affiliated organisations which are associated with it. He 
pointed out that insofar as his program is successful and insofar 
as peoples in less developed areas acquire skills, they may also 
create the conditions under which capital may flow into those 
countries. He did not say this was to be governmental capital 
and indeed, if the proper conditions are created, the reservoirs 
of private capital are very great indeed. He pointed out that 
these must be two-way operations. There is abroad in the 
world an idea that there is a magic in investment. There is an 
idea that if every country can only have a steel mill, then all 
is well. There is a failure to understand that it is a long and 
difficult process to develop the skills which are necessary to 
operate many of these plants. There is sometimes failure to 
understand that plants should be located where the natural 
resources exist and not on purely nationalistic bases. There 
is also in many places a failure to understand that unless the 
conditions are created by which investors may fairly put their 
money into that country, then there is a great impediment to 
development. It is no solution to say, “Well, the private 
investors won’t do it. Therefore, governments must.” So he 
pointed out that it must be a two-way street. 


* 


Of these two-way operations, however, no traffic chart is 
available in Washington today. In that respect, Point Four of 
Mr Truman’s inaugural address closely resembles the paragraph 
in Mr Marshall’s Harvard speech which subsequently became 
the European recovery programme and one of Mr Truman’s 
other three points. In each case, no specific programme existed 
at the time the speech was delivered. In each case, the raw 
materials for such a programme had been accumulating in a 
number of different places, both in the international agencies 
and those of the American government. 

Recognition of the need for technical aid is not new. The 
Export-Import Bank, for instance, has frequently made the use 
of American technical services a condition of its loans; and the 
Bank has $850 million of uncommitted lending authority, which 
might be augmented by a further $500 million, if the President 
should secure from the present Congress the sum for Latin 
American development denied by the Eightieth Congress. The 
Economic Co-operation Administration has its programme for 
Dependent Overseas Territories, separate from that for metro- 
politan France in the case of the French possessions but in- 
tegrated with the Belgian programme in the case of the Belgian 
Congo. That for the Netherlands East Indies was suspended, 
after $60 million of a possible $84 million had been used. In 
most of the uncurtained quarters of the globe, there are Ameri- 
can missions, from public and private bodies, concerned with 
the sharing and overseas application of skills in agriculture, 
mining, metallurgy, industry, finance, administration, and in 
the organisation of resources. Mr Acheson has appointed the 
energetic Mr Paul Nitze to examine and relate these activities 
to a larger, integrated approach. 

At least two of the international agencies in Washington have 
been studying the problem. Recalling that the General Assembly 
of the United Nations had recommended in December that 
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the Economic and Social Council and the specialised agencies 
“ give further and urgent consideration to the whole problem of 
economic development of underdeveloped countries,” the Food 
and Agriculture Organisation has been investigating procedures 
in its field. Mr John McCloy, the president of the International 
Bank for Reconstruction and Development, is confident that 
the Bank can assist the new programme with technical and 
engineering studies. The appointment of an engineering adviser 
to the Bank, which he announced this week, has been prompted 
by the fact that obtaining funds represents, today, a smalier 
problem for the Bank than the inability of countries applying 
for loans to supply supporting technical and engineering infor- 
mation. The Bank proposes in the future to devote more of its 
energies to extending technical assistance to countries seeking 
loans. Mr McCloy has also been putting some other important 


‘considerations before the country at large. Speaking in Min- 


neapolis on January 17th, after reviewing the current course of 
inter-governmental lending, he said: 

Finally, I believe that American private investment abroad 
should be stimulated by every possible means so that there 
will not be any undue protraction of the period of necessary 
inter-governmental financing. This is desirable not only from 
the standpoint of alleviating the burden on the American tax- 
payer, important as that consideration is, but also because 
investment is far healthier, economically and politically, than 
governmenta! loans and grants. 

The gap between the philosophy and general aims of the 
fourth point, and the immediate practical possibilities has been 
noted, as is usual in such cases, from the cynics’ corner. There, 
the enthusiasm of US investors for overseas ventures has been 
measured, and low blood pressure reported. So far, it is 
pointed out, just one private business, the Cabot Company, 
making carbon black in the United Kingdom, is taking advan- 
tage of the guarantees offered private investors under ECA. The 
fact that the land of technological plenty is also the land of 
free enterprise is held to be no accident. The attempt of OEEC’s 
Overseas Territories Working Group to bring the five colonial 
powers into accord on the development of resources on a world 
basis is said to have produced, so far, nothing but words. The 
neo-mercantilism now noticeable in Africa, the jealous safe- 
guards around the dependent areas, either to protect hard-cur- 
rency earnings or to reserve development for nationals of the 
related western European powers, represent less of a departure 
from the old imperialism than Mr Truman seemed to hope. 
The pattern has been eagerly adopted under American auspices 
in the arrangements of Mr Stettinius’s new company in Liberia. 

In Latin America the problems of development are familiar, 
both to such good neighbourly organisations as Mr Nelson 
Rockefeller’s International Basic Economy Corporation and to 
the older forms of overseas corporate venture. The cynics are 
sceptical of the extent to which many of the ruling cliques are 
either eager for a wider diffusion of wealth or aware of the 
economic steps necessary to attain a sound basis for greater 
production. (In more diplomatic language and with no sugges- 
uion of an application to any particular area, Mr Acheson depre- 
cated the prevalence of a two-steel-mills-in-every-bailiwick con- 
cept of prosperity). In view of recent Latin American revolu- 
tions, the cynics also wonder whether the Andes, as bases for 
guerilla warfare, might not prove steeper than the hills of 
Greece. South-east Asia is perhaps the area which the cynics 
view with the least scepticism. There the Communist threat, 
both to the former colonial powers and to the United States, is 
thought to be sufficiently appreciated to make possible a bolder 
series of moves. They emphasise, however, that such moves 
would almost necessarily be inter-governmental, since political 
danger and private investment are reluctant bedfellows, 


American Notes 
The New Labour Bill 


Mr Truman and the Democrats are making haste to repay 
their debt to labour. The Administration has submitted its Bill 
to repeal the Taft-Hartley Act and re-enact the Wagner Act of 
1935, with the amendments outlined by the President in his last 


two speeches on the State of the Union. The hearings already 
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commenced by the Senate Labour Committee will, it is h 

be complete by February 1oth ; a House subcommittee goes tg 
work later this week. Limitations have been imposed both og 
the length of the hearings and the subjects they may cover, This 
haste appears unseemly to some, who point out that the Labour 
Committee proposes, in less than twelve days, to supersede ap 
Act which it took the Eightieth Congress five months to write 
It has offended liberals such as Mr Morse, who was one of the 
few Republicans to oppose the Taft-Hartley Act. 

The decision of the Administration not to press for simple 
repeal, but to wrap up amendments in a “ single package,” reflects 
not only fear of leaving the country defenceless while restrictions 
are debated, but a strong suspicion that the conservative Demo 
crats would join the Republicans in refusing to pass such a 
measure. The “single package” may, however, grow ; wait 
for his chance outside the committee room is Senator Taft with 
a bundle of Taft-Hartley nettles which he hopes to insert in the 
President’s bouquet. Much of the Bill may, consequently, be 
written on the floor, never a very quick and seldom a satisfactory 
device. 

The disappointment of the unions, which had argued for 
straight repeal, will be assuaged, however, by the clean sweep 
Mr Truman has made of the Taft-Hartley Act. Gone are the 
ban on the closed shop, the anti-Communist affidavit for union 
leaders, financial statements from unions, restrictions on political 
activity and welfare funds, union shop elections, and “ free speech 
for employers.” The Bill goes far beyond the Wagner Act by 
invalidating state laws banning closed shops and union shops in 
industries affecting inter-state commerce, a provision very welcome 
to labour which, when it had beheaded the Taft-Hartley Aca, 
found it faced similar laws in many states. Under the new Bill 
it would no longer be an “unfair labour practice” for unions 
refuse to bargain collectively, to practise feather-bedding (make- 
work restrictions), to charge excessive initiation fees or stage mags 
picketing. Employers lose the right specifically granted them to 
sue unions for damages for unfair labour practices. 


* 


The President’s Bill, while removing much of the Taft-Hartley 
Act, does not accept wholly the philosophy of the Wagner Act 
that labour can do no wrong. It still lists, as unfair labour 
practices, jurisdictional strikes, secondary boycotts to further 
jurisdictional disputes or to force an employer to defy the Labour 
Board, and failure to give notice of contract termination. After 
investigation, a court injunction may be secured to enforce a 
decision in such cases. 

There is no provision, however, for the use of the injunction 
to halt a strike likely to cause a national emergency, as there was 
in the Taft-Hartley Act. The President may call for a “ cooling- 
off” period of 30 days (compared with 80 under present law) 
and a fact-finding report, but there is no enforcement device, 
apart from the power of public opinion, on which the Secretafy 
of Labour proposes to rely. It is also declared to be “ publi 
policy” to include in all contracts provision for compulsory 
arbitration of disputes arising from interpretation of the contract. 
But here, too, there is no provision for enforcement of a method 
of settling disputes which labour dislikes. 

Finally, there are several administrative changes. The Con- 
ciliation Service created by the Taft-Hartley Act is placed in the 
Department of Labour (to the regret of its head, Mr Ching, and 
of those who believe that, as an impartial agency, it should b 
independent of a department dominated by the labour view). 
The National Labour Relations Board, however, has succeeded 
in eluding Mr Tobin’s grasp and has recovered control over is 
own counsel, whom the authors of the Taft-Hartley Act made a 
powerful and independent scourge of labour. 


* * * 


Laying the Republican Ghost 


The members of the Republican National Committee, the 
guardians of the party’s purity, gathered last week in the mid- 
western stronghold of Omaha, safe from the liberal temptations 
which infect Washington, New York and California and which 
proved irresistible to the voters last November. They ga 
to lay the ghost of Mr Dewey, to remove from the reins of 
party power the dead hand of Mr Hugh Scott, the familiar 
spirit whom he appointed as chairman of the Committee seven 
months ago. Mr Scott’s gratitude to Mr Dewey is not unmi 
with resentment at the steam-roller tactics which held him firmly 
in the background while the “ Albany gang” ran the campaign, 
but he proved an apt pupil once he was on his own. % 
_ Omaha last weck differed from Philadelphia last June only i 
its temperature and the publicity which, contrary to Republica 
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custom, surrounded this bitter family quarrel. Instead of going 
quietly to the grave, Mr Scott, with lively self-confidence, packed 
the executive committee with Dewey supporters (some of whom 
he later removed as a convenient concession), appointed himself 
chairman of it and provided himself with recorded transcripts 
of telephone conversations as evidence against his opponents. 
Against him were massed the unusual combination of the 
Chicago and New York Herald Tribunes, of Taftites, Stassenites 
and even supporters of Senator Lodge, the newest star on the 
Republican horizon. But faithful to the Philadelphia pattern, 
they had difficulty in agreeing on a candidate and in the end Mr 
Scott remained chairman. Few doubt that Mr Dewey’s ghost 
stands behind him, even though he protests that he has no 
political cbligations and that Mr Dewey will not be the Republican 
candidate in 1952. 

The Republican National Committee has once more draped 
the party machine in the tattered manile of unity that Mr Dewey 
managed to draw over it, but it is doubtful how long Mr Scott 
can hold the rags together The question of whether they can 
be stretched to cover principles as well as procedure was avoided 
at Omaha. The Republicans in Congress have also held carefully 
aloof. They have their own ideas about laying ghosts and they 
believe that party principles are their preserve, between Presi- 
dential elections at least, since it is they who have both to put 
them into legislative practice and defend them before the voters. 
It is for this reason that they have been so suspicious of the 
national conference on policy, which Mr Scott has been pressing, 
but on which no decision seems to have been reached at Omaha. 

It is perhaps in the expectation of forestalling such a conference 
that the Republican Senators are planning a general discussion 
amongst themselves, in which the “Old Guard” and the liberals 
will seek common ground. The threatened rift between these 
two groups has been glossed over, for the moment at least, and 
in the House the Republicans have “ liberalised” their steering 
committee. They are also forming a committee on public 
information, to explain their record to the electorate ; it is to 
be hoped that in future it will bear explaining. The Republican 
Senators have already set up their 1950 campaign committee. 
They calculate that, if they cannot win control of the Senate 
in that year, they will have to wait until 1954, a very arid 
prospect, since in 1950 a dozen defeatable Democratic Senators 
finish their six-year terms and come up for re-election, while 
in 1952 only five Democratic seats outside the safe south will be 
contested. 


x * x 


Cold War in the West 


In many parts of the west freezing weather and a succession 
of blizzards have done serious damage to livestock and to citrus 
truit crops. The storms which continued threughout January 
isolated whole communities for weeks. At least seventy-six people 
lost their lives and there’ was much general suffering, especially 
among the Indians. Transcontinental trains spent as many as 
four days on snowbound sidings, while the impatient passengers 
shivered and subsisted on meagre rations. The President has 
authorised relief appropriations and ordered’ the Army to assist 
in the crisis in five states. The Air Force provided an air-lift 
in an effort to feed tens of thousands of cattle and over a million 
sheep which were stranded on the Great Plains. However, bad 
flying conditions and the difficulty of finding the half-buried beasts 

ade “operation hay-lift” only partially successful. Many 
animals have died, those which have survived will have lost much 
Precious weight, and, if the cows are seriously weakened, calving 
may be affected. The consumer who has recently seen retail 
meat prices decline may have licked his chops too soon. 

Ix inches of snow fell in semi-tropical Los Angeles where the 
temperature reached a record low ; the cold was severe in Arizona 
as well, The cost of fuel oil alone for “ smudging ” (keeping fires 
burning in the groves) is said to have been hundreds of thousands 
of dollars an hour. Grapefruit, which ripen throughout most of 

year, and navel oranges, now in season, were badly frosted ; 

lemons and part of the crop of Valencia oranges, which 

(eg maturity in the late spring, were literally nipped in the bud. 
the Western freeze came at an opportune moment for the rival 
fruit growers in Florida, who had faced a critical situation in 
ccember, when it looked as if they would lose money for the 
year in succession and as if once more a large part of the 

‘top would be left to rot on the trees. The California crop had 
\ driving Florida oranges out of the Eastern markets and 

» who always claim that their fruit is sweeter if not 

more beautiful than its Californian competitor, were accepting 
half ‘the price brought by western varieties. After the freeze 
Tose overnight, and southern shippers were gleeful, at 
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least until they glutted the market with their products. Since 
the war citrus groves in Florida have increased by 60,000 acres ; 
the 1948-49 crop is expected to be about 64 million boxes (a box 
holds one and three-fifths bushels) and the yield from new groves 
will add to future surpluses. A little encouragement has been 
supplied by a recent boom in the manufacture of frozen juice, 
but it seems that a central agency which wou!d control quality, 
distribution and production is needed, if the leng term problem 
of over-production is to be solved. An ill wind in the shape of 
a summer hurricane would do much to restore the balance between 
supply and demand. 


* * *x 


Protected Market for Shipping 


Mr Hoffman’s effort to free the recovery programme from 
the necessity of using high-cost American shipping seems to 
have succeeded only in provoking an even more rigid protection- 
ism. He has been compelled to postpone the freer use of foreign 
carriers until the beginning of April, and meanwhile the House 
Maritime Committee has unanimously approved the Bland Bill, 
which goes very much further than the original clauses in the 
Foreign Assistance Act to enforce the rule that half of all govern- 
ment-financed cargoes must be carried in American ships. The 
new Bill, which will be sponsored Mf the Senate by Mr Magnuson, 
not only requires that the 50 per cent rule be applied separately 
to trade with cach country, and to each of the three main types 
of cargo, but that it cover off-shore purchases as well as those 
made in the United States. All Mr Hoffman’s escape hatches 
are nailed down ; the “ market rate,” at which American shipping 
must be available, is carefully defined as the US rate, not the 
competitive world rate. Any discretion is lodged in the Maritime 
Commission, whose members, by testifying that only the 50 per 
cent rule prevents the wiping out of America’s new postwar 
tramp fleet, have shown that their hearts, very naturally, belong 
to the US merchant marine, 

The Senate Foreign Relations Committee has its doubts about 
the wisdom of forcing the recovery plan to subsidise American 
shipping, and, if subsidies are necessary in the name of defence, 
there is everything to be said for a policy of long-term direct aid. 
ECA, after all, is a life preserver only in the short-run. The 
new Congress, however, is likely to be much more responsive to 
the demands of the industry than its predecessor, partly because 
the maritime unions, who are alarmed by growing unemployment 
in a shrinking market, have more friends in Washington. The 
unions demand, not only the 50 per cent rule, but the return of 
thé “runaway” fleet registered under foreign flags, restraint of 
“ unfair” competition, either by American railroads or German 
and Japanese ships, and steel allocations and larger appropriations 
for shipbuilding. The organisation of the new Congress also led to 
the retirement of Mr Taber as head of the House Appropriations 
Committee ; he opposed all spending in principle and the Mari- 
time Commission in particular. Mr Bland, the new chairman of 
the House Maritime Committee, has already proved the vigour 
of his sympathies. : 

Congress will be asked to appropriate money for 17 new ships 
(partly to remedy the lack of fast passenger vessels) ; the owners 
also seek subsidy revision and extension, and tax changes, to make 
the industry more attractive to private capital. It was with 
this aim that the Maritime Commission decided in September 
to charter its ships only to operators with ships—and therefore 
a financial stake—of their own, a step for which ship-owners 
have been clamouring. Recently, however, there has been a short- 
age of carriers, both American and foreign, for bulk recovery 
goods such as grain and coal. The postponement of the new 
chartering restrictions should alleviate this shortage and slow up 
additions to the “ moth-ball” fleet ; Mr Bland has also introduced 
a Bill to extend the authority of the Commission to sell and 
charter its ships, which otherwise expires on February 28th. 
These moves are designed to deprive Mr Hoffman of the argu- 
ment that there are pot enough American ships to carry half the 
Marshall cargoes. 

. . * 


Relaxing Trade Restrictions 


It was the tack by the Eightieth Congress on the Reciprocal 
Trade Agreements programme last year which gave rise to doubts 
whether, once the Republicans came to power, they would practice 
the internationalism which they preached. The arch-protectionist, 
Mr Gearhart, was defeated last November and Congress is now 
in the process of undoing the damage done to the programme 
—the first international step taken by Mr Roosevelt's infant 
New Deal, without which Mr Truman's Pair Deal for the 
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world can hardly reach maturity. Failure to restore the 
full effectiveness of the Trade Agreements Act would nullify the 
efforts of the Marshal] plan to create conditions in which the free 
exchange of goods and services between nations will once more 
be possible. A few Republicans, with the usual help from repre- 
sentatives of the more conservative farm and labour organisations 
and of the wool and some other industries, are putting up a noisy 
but hopeless fight. Congress is almost certain to accept the re- 
commendations of the House Ways and Means Committee that it 
should take away from the Tariff Commission the independent and 
obsiructive powers given to it last year and renew the Act until 
1951. 

There has been some surprise and disappointment that Mr 
Truman did not ask for a longer extension, but 1951 is a better 
time than 1952, an election year, to debate a question in which 
local interests are so much involved. Also, the present authority 
under the Act is only to negotiate reductions down to §0 per cent 
of existing tariffs and by 1951 this may nu longer be enough. 
While some rates of duty are still very high, the US Chamber of 
Commerce has calculated that the average rate on all dutiable 
commodities has declined from 53 per cent under the 1931 Smoot- 
Hawley Act to 15 per cent after the Geneva Agreements of 1948. 

The American associates of the International Chamber of Com- 
merce have pointed out that real freedom of trade also depends 
upon simplification of US cusgoms procedures. Congress is soon 
to be asked to ratify the charter of the International Trade Organi- 
sation. It is not yet known whether it will be presented as a 
treaty or an agreement, but in either case sailing will not be plain, 
since unfavourable winds are forecast not only from the usual 
protectionist quarters but from such reliable organisations as the 
National Foreign Trade Council, who consider that the charter 
will be ineffective and will involve governmental interference with 
private traders. 

Foreign traders nevertheless now seem to be resigned to the 
interference resulting from export controls and little opposition has 
appeared in the hearings on the renewal of these controls which 
are now going on in the Senate. The administration of the con- 
trols is said to have improved and it is accepted that the cold 
war makes it necessary to supplement restrictions on arms exports, 
to protect the national welfare and to ensure that scarce goods are 
available for Marshall beneficiaries. Renewal for twelve months, 
instead- of the 28 for which the Department of Commerce is 
asking, would, however, be welcome, so that the matter could be 
brought up for review again next year. 
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Shorter Notes 


The board of the American Farm Bureau Federation hag fe. 
affirmed its support for the system of flexible price supports for 
basic agricultural crops, which will come into force next Jan 
under the Act passed by the last Congress, The annual conyep. 
tion of the Federation directed the board to reconsider this 
question. The final decision is a defeat for members from the 
southern states, who represent cotton, tobacco and peanut interests, 
but they will hardly be deterred from carrying their case j» 
Congress. The board made no announcement on the other contro. 
versial question of price supports for the perishable non-bagic 
crops. r 


There have been a number of harsh words in the musical 
world lately, and this lack of euphony has upset the plans of 
two German artists who expected to appear in the United States, 
Mr Walter Gieseking was forced to leave the country on the 
eve of a concert tour because of complaints from members of Con. 
gress, Jewish organisations and finally from the Department of 
Justice. It was alleged that Mr Gieseking was a German propa. 
gandist, and should not have been given a visa. Dr Wilhelm Fun. 
waengler also has abandoned his plan to conduct the Chicago 
Symphony Orchestra because a group of well-known artists an- 
nounced that they would not appear with him, and a musiciany 
union threatened to prevent its members playing in an orchestra 
which he led. Dr Furtwaengler has been cleared of charges that 
he was a Nazi sympathiser, and it may be that some of his critics 
were moved as much by professional jealousy as by political 


idealism. 
. 


Employees of the General Motors Corporation who had their 
wages raised by 3 cents an hour last September will probably 
have them reduced by 1 or 2 cents an hour on March ist. The 
contract signed last spring between General Motors and the 
United Automobile Workers provided that wages should rise 
or fall in direct relation to the cost-of-living index of the Bureau 
of Labour Statistics. This showed a small decline ‘over the last 
quarter. The union’s reaction to the consequent wage cut 
test the popularity of this unusual cost-of-living clause and may 
decide whether or not it will be included in other labour contracts. 


THE WORLD OVERSEAS 





Taxation under the Communists 


(From Our Prague Correspondent) 


Mest people in most countries know only too well that in 
these postwar days too much money is continually chasing 10o 
few goods, But it has been left for the Communist rulers of 
Czechoslovakia to show how this state of affairs can be made 
use of in the process of lopping off inconvenient limbs which do not 
fit the plans of a People’s Democracy on the march towards 
Socialism. 

Ever since the war ended Czechoslovakia, like the rest of the 
world, has been battling with shortages. And ever since the 
financial reform of November, 1945, it has been pouring out 
more and more money until, at the end of 1948, the note circula- 
tion had risen from zero to the formidable total of over 70 milliard 
Crowns. Before Munich it had generally varied between eight and 
eleven milliards. The stability of the Czechoslovak currency on 
the western capitalist money market being still of paramount 
importance for the foreign trade ‘of Czechoslovakia, a halt in the 
expansion of the note circulation was essential. 

But at the same time, Cominform orthodoxy is no less insistent 
on the need to expand Socialism, The Czechoslovak Government, 
with considerable ingenuity, has managed to produce a policy 
which satisfies both desiderata. This policy consists of a new 
tax and price system, which takes advantage of the shortage of 
goods to entice idle money into the coffers of state enterprises 
and the Ministry of Finance, at the tume hits the 
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The main instrument of this dual policy is the so-called 
“general tax.” Advance publicity suggested that this tax was 
merely a consolidation of a number of other unquestionably 
onerous imposts and was discreet about its political implications, 
Then, without warning, at Christmas time, the Government sud- 
denly announced that all retail shops, with the exception of those 
selling food, medicines, newspapers and tobacco, would not 
reopen after the holiday but would remain closed for two weeks 
to enable an inventory to be taken of their stocks. The inventory, 
which was carried out by picked factory workers under the 
guard of members of the un-uniformed works militia, as 
the amount of the general tax to be paid by each retailer. In 
addition to a flat ad valorem tax of 3 per cent, every article im 
his possession was assessed at a qualitative rate ranging 
pei 50 per cent to 3,500 per cent of the retail price of the 
goods. a 

The day fixed for the re-opening of the shops after the inven- 
tory was also the day fixed for the introduction of the long- 
promised “ free” market in goods which, particularly for the past 
year, have been both rationed and in very short supply. Since 
January 6th it has been possible to buy such goods not only against 

i them—but also on the “free” market on 


market are the products of nationalised enterprises and can be 
bought only in nationalised retail shops. So, if people can > 
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culation can be correspondingly deflated. According to inspired 
reports the public, which had been starved of goods for a long 
while, rose to the bait fairly well, though it is evident that the 
demand was mainly for goods of _medium quality and price 
rather than for the more expensive kinds. Textiles, radios, cycles, 
motor cycles, sewing machines and even motor cars were bought 
to the tune of many millions of crowns during the weeks imme- 
diately following the introduction of the “free” market, and the 
eflect was at once visible on the note circulation, though the 
decline so far has not been spectacular. Bur it can be assumed 
that the Government’s action to reduce the note circulation will 
be taken as a proof that it has no immediate intention of 
monkeying ” with the value of the currency. 

So much for the purely orthodox financial aspects of the new 
price system. On the Cominform side of the medal, it is to be 
observed first, that no private retailer was given any “ free” goods 
to sell; and second that private retailers, employers generally, 
“rich” peasants, lawyers, doctors and others are not eligible for 
coupons, so that they are obliged to buy on the “ free ” market or 
not at all. Roughly two-thirds of the output of these classes of 
goods are allocated for sale against coupons or special permits 
and the other third is “free.” Workers can get goods in all three 
ways and are in fact the chief purchasers of the medium-priced 
goods. In practice, therefore, the non-privileged classes, besides 
being without coupons, are left with no choice except luxury 
“free” goods, the prices of which are exorbitant, if not 
prohibitive. 

While the new marketing system thus makes life increasingly 
unpleasant for the private retailer and other “ class enemies,” the 
new tax system on which prices are based seems deliberately 
framed to drive them out of business. This, of course, might be 
denied in view of the promise of special protection successfully held 
out to small shopkeepers and farmers in particular when the Com- 
munist Party wanted their votes before the election in 1946. The 
flat ad valorem tax of 3 per cent has to be paid by January 31st 
and the graduated tax by the end of March. In both cases the 
tax must be paid whether the goods have been sold or not. The 
tax must also be paid in advance on all future consignments 
received from the factory. Imports are liable to it, but not exports. 
In a good many cases the retailers, whose quota of rationed 
goods—and of unrationed ones, too, for that matter—is small, 
have little chance of a big enough turnover to enable them 
to pay the graduated tax out of current earnings. They can 
only pay it out of savings—if they have any. The past few 
years have been lean ones for the small retailers, and it will 
be surprising if many of them are not forced to put up their 
shutters in April unless the Government grants them a reprieve. 
It is, of course, true that the nationalised retail enterprises also 
have to pay the same taxes, but they are all big concerns, and it 
needs no imagination to guess that if they are behind with their 
tax payments the nationalised banks will come to their rescue. 


Effects on Class Enemies 


The graduated tax which now controls prices of all unrationed, 
rationed and “free” market goods other than most foodstuffs 
is a complicated affair, ingeniously—its victims would be justified 
in saying “diabolically”—contrived to make life for “class 
enemies” not worth living, though obviously it will take time for 
its full effects to be felt. Every article has been officially allotted 
three index numbers. The first is its serial number in the general 
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tax list. The second is its number on the customs list, and the 
last is its planning group number. Thus sugar is marked 19 in 
the customs list and its planning group number is 3,060. Knowing 
this, said Svobodné Slovo—let us hope with its tongue in its 
cheek—the calculator can “easily” work out the tax, namely, 
1co Kes, for 100 kgs.. According to the same source, the tax is 
in some cases calculated in percentages when the basic price 
comes into the picture as well as the index numbers. Mercifully 
sparing its readers the details, Svobodné Slovo gives. the example 
of pure silk, whose customs list number is 248° and its planning 
group number 244, so that the tax on a metre of men’s shirt 
material is 1,400 Kes. Where the percentage comes in is left to 
the imagination, and as the key-is only issued to nationalised 
enterprises, the task of the earnest seeker for truth is not easy. 

Pure silk being regarded as a luxury, this class of material is 
only available on the “free” market and the tax is correspond- 
ingly high. Artificial silk, which pays 1,400 per cent on the “free ” 
market, is scaled down to 1,220 per cent less against coupons. 
For cotton goods against coupons the difference between the two 
markets is much smaller, the rationed price being only from 40 
per cent to 80 per cent less than on the “free” market. There 
are indications, however, that members of trade unions will be 
able to get permits entitling them to buy certain classes of goods 
such as motor-cycles, cycles and tyres entirely tax-free. In so far 
as such things are needed to take workers to and from work, the 
concession would appear to be justified. It will no doubt be 
granted only to those workers who are adjudged to have helped 
the Five-Year Plan by raising output and avoiding absentecism 


Privileges for Small Farmers 


The new tax and price systems also apply to agricultural goods, 
and here again discrimination is being used to further the estab- 
lishment of Marxism. Under the second land reform, which was 
inspired and largely carried through by the Communist Party, 
holdings of arable land in Czechoslovakia are limited to §0 
hectares. Cominform doctrine, however, has since said—in the 
Epistle to Tito—that collectivisation of land is essential for the 
establishment of Socialism. Accordingly, it is now customary to 
classify farmers holding more than 15 hectares as “rich,” and to 
grant special privileges to the “medium” and “ poor” farmers 
whose holdings are below that figure. Thus the “rich” farmers 
have been getting lower prices for their produce, and the new 
social insurance scales involve them in paying about as much to 
the state in premiums as they do to their workers in wages. Now 
the “rich ” farmers—classified for a change as those whose hold- 
ings are 20 hectares instead of 15—have had the general tax super- 
imposed on their other burdens, whereas “ poor” and “ medium ” 
farmers have been specifically exempted from the tax, provided 
they have fully complied with their quota obligations for 1948 
or can produce adequate reasons for not having done so. All 
agricultural co-operatives are also exempt—evidently as an induce- 
ment to farmers to pool their holdings and “ voluntarily ” become 
collective farmers. 

Probably about one-fifth of the population, or say two million 
people in all, are affected by the new discriminatory taxes and 
prices. Their standard of living is being steadily and ruthlessly 
reduced, though Czechoslovakia has mercifully not followed the 
example of Bulgaria in depriving “class enemies ” of food rations. 
The older people, however, are being brought to penury and the 
younger ones driven to seek new occupations. The occupations 
for which they were trained and educated are being closed to 
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them, and when they are expelled trom their employment or 
university they are generally declared ineligible for work in any 
state office or national enterprise. Private employment—decried 
as the “exploitation” of one human being by another—is in 
process of being eliminated, so that the probable destination of 
the young “class enemy” is the mines or the land, in both of 
which there is a serious shortage of labour. The waste of intellect 
obviously involved seems not to worry the Communist leaders in 
the slightest, but there are indications that the whole process is 
distasteful to large numbers of the rank and file of the Party. 

Officially, the new differential price system and the “free” 
market are merely temporary expedients to tide over a period of 
shortage. Mr Zaépotacky, the Prime Minister, has declared cate- 
gorically that it is intended to reduce the gap between the two 
price extremes and ultimately abolish rationing altogether. 
Obviously, however, this is not intended to happen during the 
course of the Five-Year Plan, in which the emphasis is on the 
production of capital goods, not on satisfying the consumer. 
Plenty for all is no doubt the ultimate aim, but while Socialism 
is still in the building a shortage has its uses. 


Portrait of Nehru 


[BY A CORRESPONDENT] 


In Nehru’s inaugural speech at the recent Delhi conference on 
Indonesia, two sentences stand out for the claim they make and 
the synthesis they represent. 

We represent the ancient civilisation of the east, as well as the 
dynamic civilisation of the west. Politically we symbolize in par- 
ticular the spirit of freedom and democracy, which is so significant 
a feature of the new Asia. 

Asia’s tutelage is ended, and now, under an Indian leadership 
which has grown steadily more assured since its first tentative 
trial at the Asian Relations Conference in March, 1947, Asia is 
reclaiming its place in the world’s councils. As the unanimous 
final resolution of last month’s Conference shows, it is asserting 
effectively for the first time the right to demand that the west 
observe in Asia the standards the west itself has taught Asia. 
For this development the credit is Nehru’s, since it is he who 
has seen that the vacuum caused by the withdrawal of British 
power can be filled only by India, which has inherited all—and 
more than all—of Britain’s spiritual means, as well as the best 
me. and administration in the area between France and the 
Pacific. 

What kind of a man is Nehru, and whither is he likely to lead 
India and Asia ? 

His father, Motilal, was a rich man. He was one of the greatest 
of the early nationalists, whose politics still left him time to indulge 
in such Edwardian luxuries as sending his shirts to a Paris laundry. 
Motilal was a galant, the stories of whose prowess are still told ; 
and it is probably as a reaction that Nehru leads an almost frugal 
life, in which there has never been room for’ any woman but his 
wife Ramala, who was an active companion in the days of struggle, 
and whose early death left an emptiness he has never been able 
to fill. Nehru, for all his wistful illusions of toughness, is sensitive, 
gentle and kind, so kind that he cannot say “no” for fear of 
giving pain. This is a shortcoming in a statesman who is sur- 
rounded by hangers-on and not all of whose relatives are capable. 
His sincerity is so deep that he sometimes says things which 
would have been better left unsaid, especially when he is carried 
away by his emotions ; and his absolute lack of ‘cynicism makes 
him susceptible to flattery, as he himself once pointed out in 
a pseudonymous self-portrait. Eighteen months ago a romantic 
little Italian girl wrote him a cinemagazine letter of hysterical 
admiration, and his thoughtfulness for others is such that he was 
touched enough to answer. 


Fight for the Secular State 


Nehru’s great personal beauty, in the true Ajanta style of 
luminous eyes and fine mervous features, has not made him vain, 
for in the family he was always considered the ugly duckling. 
To-day his beauty is, above all, spiritual; sadness and dignity 
emanate from this man who has sacrificed so much of his adult 
years, his family life, his inherited wealth, and his inner peace 
to his beliefs in the dignity of man, the abolition of caste, and 
the freedom of India. His servants are mostly untouchables, so 
that his orthodox friends will not even take water iv his house ; 
and one eld aunt, wher she comes to stay, washes the walis and 
the floor of her room, throws eut the furniture, and eats only 


food she brings with her. As caste prejudice is felt by the. 
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Haryan as well as by the Brahmin, Nehru has had to Carry og 
his fight on two fronts, Once, after many failures, he persuaded 
a sweeper’s wife in Allahabad to send her daughter to play with 
his daughter, Indira, and be educated in the house; but the 
mother soon found a pretext to stop her daughter coming, and the 
daughter herself never lost her fear and horror at such cagte 
trespassing. 

Nehru’s fight against prejudice, ignorance and cemmunalism 
is unsparing. In the Bihar and Punjab riots he risked his owg 
life among the riots to bring peace ; everywhere the flame of his 
courage and his conviction carried him through in safety ang 
enabled him to bring protection to the afflicted he had come to 
help. He has never wavered in his support of the secular state— 
even in Delhi in September, 1947, when the refugees with their 
stories of horror had whipped public feeling to a frenzy of fear 
and revenge. Yet he enjoys a fight, perhaps the more because he 
is slight and high-strung. At the Asian Relations Conference he 
descended to the floor to beat with a chair some noisy spectators, 
then relaxed and returned to the platform to preside. Impulsive, 
choleric, generous, he never leaves the house without having a 
flower put in his buttonhole for luck by his daughter’s loving 
hands. He is a bad speaker when he does not feel deeply, with 
a weakness for the platitudes and throat-clearings of extempore; 
but when he is moved, as when speaking on the independence 
resolution in the Constituent Assembly, he is a very great orator, 


Friend of Cripps and Gandhi 


The people love Nehru, his place in their hearts is second only 
to Gandhi’s, for there is no one quicker than the Indian public 
to recognise those who hold their welfare first. But he is a 
tiresome Minister for his officials, so accessible to all but them, 
so easily sidetracked by emotion ; so unable to work office hou 
or concentrate on just the file in hand. Yet those who work 
closest to him like him best, for he is always considerate, never 
despotic. When his only child fell in love with a Parsee, he sup- 
ported her right to choose for herself even to preventing the 
Mahatma going on a fast; Jinnah in like circumstances, with 
complete political correctness, disowned his daughter. 

The friend of Cripps and Gandhi, whose years in gaol have 
made principles out of his ideas, now brings to Asian politics 
a power of mind and spirit without equal. He has shown in 
opposition and sacrifice his belief in democracy, in freedom, and 
in India ; now in power he is making facts out of his ideals. 


Tito under Blockade 


Tue Cominform is now countering Marshall Tito’s persistence im 
his heresies, not only by floods of verbal abuse, but by definite 
economic measures, which culminated last week in his exclusion 
from the eastern bloc’s new Council for Mutual Economic 
Assistance. Since the war Jugoslavia has become more vulnerable 
to economic pressure from the East because it has deliberately 
tried to expand its trade relations with the other “ people’s 
democracies” rather than with the capitalist West. Before its 
exclusion from the Cominform last June, 55 per cent of Jugo- 
slavia’s trade was with the eastern bloc, and practically all its 
aes of copper, iron and other ores and minerals went east- 
war 

Jugoslavia can produce most of its own food, and is fairly 
self-supporting in most of its basic requirements of raw materials 
except for oil—which it has been obtaining principally from 
Roumania and Albania—and coke, which Poland and Czecho- 
slovakia have been providing. But its five-year plan, which aims 
to raise industrial production to 323 per cent of the 1939 level 
by 1951, was drawn up on the assumption that Jugoslavia would 
be able to import large quantities of capital goods, principally 
from the Soviet Union. The eastern democracies do not, howevéf, 
seem to have been particularly satisfactory trading partners for 
Jugoslavia, ¢ven before the quarrel with the Cominform. Marshal 
Tito, as a good Marxist, has been moved to righteous indignation 
by the extent to which the Socialist couniries of eastern Europe 
still founded their economic relations on “ the capitalist exchang 
of goods,” and have not hesitated to expand their trade a 
with the capitalist countries of the West if it suited them to 
so. Moreover, it is believed that the promises of cap‘tal goods 
made to the Jugoslavs by both the Russians and the Czechs have 
not come to very much. ‘ 
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stopped its deliveries of reparations under the peace treaty, but 
did not diminish the volume of its exchanges with Jugoslavia, 
which last October was exceptionally high. By November the 
vital supplies of coke from Czechoslovakia were still coming and 
those from Poland had only been reduced. The flow of Rumanian 
oi] Aad not dried up entirely, although the Rumanians were saying 
in an ominous way that the Jugoslavs had little to give them which 
they had not already got. Boris Kidrich, the head of the Jugo- 
slav State Planning Commission, said at the end of October that 
the Cominform countries, although “ withholding moral help,” had 
not yet imposed an economic blockade, The economic isolation 
“which our ill-intentioned ¢nemies foresaw had not materialised ” 
and the economic plan for 1948 would be fulfilled in spite of 
everything. 


A Double-edged Weapon 


In this speech, truth may to some extent have been sacrificed 
to expediency in the interests of morale ; but the Cominform 
probably in fact hesitated to apply rigorous economic pressure 
in the hope that Tito—or the Jugoslav people—would see the 
error of his ways ; and even when that hope grew dim the fact 
that economic pressure On Jugoslavia was very much a double- 
edged weapon. This has been brought home in particular to the 
Czechs, who have been suffering from an acute meat shortage ever 
since Tito stopped all food exports at the end of December. 

Nevertheless it is evident, especially since last November, that 
the stream of supplies reaching Jugoslavia from its eastern neigh- 
pours has steadily diminished. In November the Jugoslavs 
swallowed their pride and asked for—and received—an allocation 
of coal from the Economic Commission for Europe. They also 
indicated that they would in future take part in the work of 
both the coal and the steel committees of the Commission. 
Hitherto they had always refused to have anything to do with 
either, on the grounds that they could manage their own coal 
and stee] problems within the framework of their eastern Euro- 
pean trade treaties. At the end of November Tito complained 
that he was not getting enough raw materials for Jugoslavia’s 
textile industry, and that what imports were arriving were too 
expensive (Jugoslavia had been dependent on the Soviet Union 
for most of its imports of raw cotton). In December the Jugo- 
slavs cancelled some of their orders for machinery and installa- 
tions from Czechoslovakia because the Czechs were being so slow 


‘247 
with their deliveries ; and complaints were made that the Hun- 


garians were demanding from the Jugoslavs prices which were 
40 per cent above the world prices. 


Accusations Against Russia 


Finally, in a speech to the Jugoslav Parliament on December 
27th, Marshal Tito really let himself go and roundly accused 
Russia and its satellites of grossly violating their trade agreements 
with Jugoslavia, and of resorting to “ concrete economic pressure ” 
against his country. He said that “ Jugoslavia’s plans for indus- 
trialisation did not suit many states which had expected Jugoslavia 
to remain a source of raw materials for their industry.” The 
Jugoslavs had loyally fulfilled their part of their agreements with 
the eastern democracies in 1948, but in future they would have 
to sell their raw materials elsewhere—to capitalist countries if 
necessary—in order to obtain the industrial equipment which they 
so urgently needed for their five-year plan. Tito’s outburst may 
have been in part prompted by his knowledge of the Jugoslav- 
Soviet trade protocol, signed in Moscow on the same day as he 
made his speech, which reduced the exchange of goods between 
the two countries during 1949 to one-cighth of the previous 
year’s volume. The Jugoslavs said that this enormous. reduction 
was due to unacceptable Russian demands that they should reduce 
their imports of cotton, crude oil “and other valuable articles,” 
and increase their exports of lard and “other valuable materials.” 
The Poles have since followed suit by reducing the volume of 
their trade with Jugoslavia by about three-quarters during 1949 ; 
and it is extremely unlikely that the Czechs will go anywhere 
near renewing the £375 million agreement which came up for 
review last month. 

Tito, on the other hand, is by no means isolated. He has 
signed a number of trade agreements with the countries of 
western Europe during the last few months, including the {£15 
million agreement with Britain. The State Department has 
stated that Jugoslavia fitted into “ the general picture ” of American 
trade policy, and already several shipments of Jugoslav metals 
have been sold to American companies. If Tito can forget for a 
time his ideological principles, and swallow the taunts of his 
eastern neighbours that he has gone over to the imperialist camp, 
he may suffer no more from their blockade than they themselves, 


for they can ill afford to lose their former imports of Jugoslav 
raw materials. 
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Intra-European Payments—II 


| Defects and Remedies 


HE first of these two articles dealt exclusively last week 
with the mechanics of the intra-European payments 
scheme. On the mechanics of the scheme, there is little room 
for complaint. The handling of the scheme by the agent, the 
Bank for International Settlements, is beyond reproach. No 
institution other than the BIS, with its traditional and amicable 
relationships with Europe’s central banks, its well blended 
personnel of bankers, statisticians and economists, could have 
handled the task so well. If there have been technical hitches, 
they have been due to mistakes by some of the more remote 
members whose mastery of the technicalities of the scheme 
still leaves something to be desired. But however expert the 
handling, a machine will not give a better performance than its 
basic design allows. It is with that basic design that this second 
article is concerned. 

Before the underlying principles of the scheme are reviewed, 
attention must be drawn to the ethics of membership. If the 
monthly compensations of credits and debits are to be worked 
fairly, there should be no hiding or “ salting away ” of balances 
that should, by right, enter into the compensation. The intra- 
European payments agreement provides in Article 6 that— 

Each contracting party undertakes not to cause abnormal 
balances in the currencies of other contracting parties to be 
held by banks other than central banks or otherwise to place 
such balances that they will not be available for the purpose 
of compensation. 

This Article had to be left loosely drawn. The word “ abnor- 
mal” is capable of many definitions and there is reason to 
believe that some members have interpreted it very liberally. 
Some have retained in their balances with commercial banks 
rather larger amounts of the other parties’ currencies than is 
required for normal working requirements, instead of transfer- 
ring the excess to their central bank account. The intra- 
European payments agreement, like the European Recovery 
Programme of which it forms a part, depends for its success on 
the integrity with which it is worked by all members. Any par- 
ticipant who tries to gain petty advantages by sharp practice 
is being short sighted and stupid. If such practices persist, 
the majority would have to consider whether the membership 
of the IEPA is not too large. They might conclude that more 
lasting benefit could be obtained from a somewhat smaller club, 
in which every member could be trusted to abide by the spirit 
of an agreement of which the letter cannot be drawn with 
legalistic precision. 

The basic philosophy of the payments agreement is this: 
given the abnormal disequilibrium in imtra-European trade and 
payments, the deficits arising out of these payments must, for 
the time being, rank for Marshall aid just as much as the deficits 
of OEEC countries with the western hemisphere. Marshall aid 
does not itself equal these combined deficits, but the division of 
the $4.8 billion voted for the period to June 30th next (or to 
March 31st, if the President so decides), was roughly propor- 
tionate to these prospective deficits with the western hemisphere 
and with other European countries. The estimated deficits and 
surpluses in intra~European payments provide the basis for the 
drawing rights and contributions extended to one another by 


the OEEC countries and used, as far as they are available, to 
further the monthly compensations. Once they are so used, 
the contributions are then balanced by conditional dollar 
grants to the creditor countries by ECA. , 

The first judgment that must be passed on the underlying 
principle of this extension of contributions and corresponding 
conditional grants is that it offers no effective incentive to the 
debtor countries to get on their feet again. The bigger their 
prospective deficits, the larger the amount of aid they can suck 
from their OEEC colleagues. This is, admittedly, an argument 
that might be levelled against the whole Marshall plan—that it 
gives help in accordance with deficits, and not deserts. But 
in the “little Marshall plan,” if the intra-European payments 
scheme can be so described, the surpluses and deficits and the 
corresponding contributions and drawing rights are further 
removed from supervision by ECA than are the direct grants. 
Effective control and the possibilities of reproof and sanctioas 
are, therefore, more remote. 

~ 


A second criticism must be levelled at the rigidity and artifi- 
ciality of the trade patterns which are encouraged by the system 
of contributions and drawing rights. These were based on esti- 
mates of intra-European payments for the twelve months to 
June 30th next. The estimates were made very hurriedly in 
the autumn of last year and were liable to a wide margin of 
error. But the bias toward error was increased by the counter- 
incentives stressed in the previous paragraph. When it became 
evident that surpluses arising from intra-European trade would 
have to be given away as contributions and that deficits would 
be met by gifts under the guise of drawing rights, a number of 
countries hastily recast their balance of payments expectations. 
Some of the estimates which finally emerged from the recalcula- 
tions bore little resemblance either to reality or to the genuine 
expectations of the countries concerned. Although less than 
four months have elapsed since the estimates were made, it is 
evident that they are already badly astray. One fact which illus- 
trates this point is that neither Italy nor the Bizone has yet used 
any of the sterling drawing rights which were allotted to them 
in Paris last October. Although the estimates are going astray, 
the deviation is only a partial measure of the errors. Attempts 
are constantly being made by the debtor countries to conform to 
the pattern of trade which is dictated by these biased calcula 
tions. If a country has been granted drawing rights on another 
it will tend to use them even if this means paying a higher price 
for imports than would be paid if they were bought elsewhere. 
Considerations of price are of secondary importance, since the 
debtor can, in effect, obtain goods free of charge from a country 
on which it has drawing rights. The payments agreement is, 
therefore, tying European trade in a strait-jacket, the rigidity 
of which is ensured by the fact that drawing rights are not trans- 
ferable. It may be added here that it was Britain which led 
the battle against the transferability of drawing rights, because 
it saw in such transferability the probability that it would lose 
gold to those ultimate creditors in European trade, Belgium and 
Switzerland. 
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A third criticism which can be levelled against the basic prin- 
ciples of the payments scheme is that the rigid bilateral pattern 
of intra-European trade which it encourages is in turn dependent 
on an essentially transient factor, namely Marshall aid, of which 
the conditional grants form a part. The reconstruction of 
European trade is therefore being built on a foundation which 
will itself be removed at the latest in 1952. The structure of 
European trade would then be poised in mid-air without support 
from the conditional grants which now carry its weight. The 
link with Marshall aid also means that part of intra-European 
trade has to go through the tedious mill of post-facto verification 
by the Economic Co-operation Administration. 

Given the weight of these defects and criticisms, it is not 
surprising that considerable attention should have been given 
within the OEEC to possible amendments of the payments 
scheme. In these discussions, a great deal has been heard of 
earlier proposals to convert the scheme into what is described as 
“automatic integral multilateral compensation.” The general 
objective of these proposals is to overcome the rigid bilateralism 
of the existing scheme. Many suggestions of varying ingenuity 
have been propounded. Most of them, if superimposed on the 
existing structure of bilateral payments agreements between 
European countries, would almost certainly involve losses of 
gold from most of the participants to the few ultimate creditors. 
Propounders of these schemes usually fail to understand that 
mere ingenuity will not solve a problem which is rooted in the 
basic state of unbalance in Europe. The extremely modest per- 
formance put up by the present compensation arrangements is 
due not to any inherent defect in the scheme but to the fact that 
the prevailing disequilibrium in Europe offers little scope for 
the offsetting of debits and credits. 

When European currencies range in quality from the Swiss 
franc to the French franc, it is hardly surprising that no proposal 
for “ category two ” compensations (that is, for switching debts 
from one creditor to another) should yet have been accepted. It 
is. however, worth noting that while the compensation scheme 
has produced such modest results, the volume of trade actually 
financed by sterling payments within the large area covered by 
the “ scheduled territories ” (that is, the sterling area) the trans- 
ferable account group of countries and the group within which 
there is administrative transferability of sterling has been 
steadily increasing. It should also be realised that every such 
use of sterling among non-sterling countries is in effect a “ cate- 
gory two ” compensation, since it increases one country’s claim 
on Britain and reduces the claim of another country. 

Any proposal for the improvement of the intra-European 
payments scheme must assume that the problem of disequili- 
brium in Europe will be tackled simultaneously and vigorously. 
Indeed, if that disequilibrium could be reduced to manageable 
proportions, there would be no need for ingenious amendments 
of the payments scheme, for the compensation would then “ do 


wag 
itself.” Europe, however, is far from a return to a semblance 
of equilibrium. The payments scheme will have to run at 
least a second annual course, It should do so only after con- 
siderable amendments so devised that the scheme itself can 
make a positive contribution to the restoration of balanced pay- 
ments within Europe. The incentive which European countries 
now lack to build up surpluses in their trade with one another 
must be provided. The most obvious way would be to abandon 
the principle of pre-determined contributions and drawing 
rights and to substitute for it the equivalent of conditional grants 
of dollars from the United States, which would be put in a 
central pool and for which the OEEC countries would compete. 
For the current twelve months’ period, these conditional grants, 
distributed with all the defects that have already been described, 
will amount to slightly over $800 million. If, for the next year, 
some $500 million in gold or US dollars could be put at the 
disposal of the agent, to be used for the conversion of a propor- 
tion of the surpluses arising out of intra-European trade, many 
of the defects of the existing scheme would be overcome. The 
surpluses should not be wholly convertible. In present condi- 
tions conversion in toto would too easily become a scheme for 
channelling the $500 million to Belgian and Swiss coffers. The 
creditors should be called upon to finance part of their surpluses 
by extending credit out of their own resources. It should even 
be possible to devise a scheme by which the division of the 
surpluses into their convertible and non-convertible components 
would be made on a sliding scale, so that countries with a large 
surplus in relation to their total*trade would be allowed to 
convert a smaller proportion of the surplus into gold or dollars. 
* 


If such a scheme is to receive the assent of the Economic Co- 
operation Administration and of Congress, some change will be 
required in the American attachment to detailed and continuous 
investigation of Marshall aid expenditure. Dollars or gold put 
into such a pool could not be “followed through” with the 
precision which is now required. It should not, however, be 
impossible to convince the appropriate authorities in the United 
States that, at this stage, a little more trust would pay handsome 
dividends. The present scheme has many grave defects. It 
offers no effective incentive to OEEC countries to build up sur- 
pluses in their mutual trade; it brings no pressure on the chronic 
and persistent debtor ; it forces European trade into a strait- 
jacket—and an artificial and distorted one at that ; it is rigidly 
bilateral ; it calls for detailed planning of international trade 
when the need is for freedom, room for manceuvre and adjust- 
ments in response to changes in demand. All these defects 
should be especially obnoxious to the United States philo- 
sophy of international economic relations. For that reason 
alone, there may be a good chance of removing most of them 
before June, when the payments scheme is due to enter its 
second round. 
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Shipping after Decontrol 


T the beginning of December the Minister of Transport 
A announced the release of deep-sea dry-cargo shipping 
from adherence to scheduled freight rates—a step welcomed in 
principle by the majority of British shipowners. Since then 
shipowners and shippers have been busy trying to assess what 
the effects are likely to be. Little has happened in the two 
months to support extreme views, either hopeful or pessimistic. 
Reductions in freight rates have not amounted to more than 
10 to 15 per cent in any trade, while in the western hemisphere 
rates have remained extremely firm. The biggest decreases 
have occurred generally in the rates for grain from Australia to 
India and the United Kingdom, and from the North Pacific 
homewards; this was caused mainly by the bunching of 
tonnage in the east. Suitable tonnage from the Plate to India 
and Scandinavia has recently been at a premium, as have 
prompt ships for North Atlantic crossings with sugar and 
American coal. The bulk buying and selling methods still 
being employed for commodities such as grain and timber make 
it impossible for the tramp shipowner to show foresight in the 
placing of his ships, or for cargoes to be shipped steadily and 
therefore economically. The dilatoriness with which many 
bulk contracts are being negotiated is another factor which tends 
to maintain high freights. The movement of timber from the 
Baltic, for instance, was not arranged until the last season was 
half over. This year shipowners do not yet know whether there 
will be any grain from the Black Sea, though its movement last 
year was being fixed in early Degember. A sudden demand 
for ships in the Black Sea or the Plate may arise overnight and 
find tonnage scarce. In fact, the bottom has by no means fallen 
out of the freight market as yet, and some observers in the 
shipping industry suggest that the stock market may have 
discounted too heavily the economic perils to which tramp 
companies are now more exposed. 


At the same time those who support the view that liner and 
tanker companies have a longer period of assured prosperity 
ahead of them may well be anxious to confirm their opinions, 
if not indeed to revise them. New and faster liner tonnage is 
coming into service under all flags (except American, German 
and Japanese) at a rate exceeding that at which obsolete tonnage 
is being withdrawn, and there are signs that the volume of trade 
is not expanding, so far as liner cargoes are concerned, in the 
same proportion. The Pacific and Far Eastern trades have not 
recovered as some had expected them to do, and supplies on 
other routes are becoming subject to more frequent interruption 
—as has happened recently with the Argentine meat shipments. 
Even with tankers it is beginning to seem possible that the oil 
companies, with a large building programme now well under 
way, and with a fair margin of tankers fixed on time charter, may 
have covered themselves adequately against any further increases 
in the demand for waterborne oil during the next few years, 


x 


Shipping. companies of all types and of most flags have 
enjoyed a long spell of prosperity. This was a natural conse- 
quence of the scarcity of tonnage caused by the war and since 
prolonged by controls and direction. There is no reasonable 
doubt that the return of more normal conditions and the 
increasing availability of ‘tonnage signify that the peak of the 
boom has passed. The question is: How steeply will the down- 
ward curve fall, and to what depth ? Fundamentally, the answer 
depends on the relationship between the amount of tonnage 
available and the volume of world trade, although there are 
many other unknown factors which enter into the calculation. 


The natural consequence of a greater volume of tonnage 
secking a limited volume of ocean-borne trade in open com. 
petition would be for freight rates to decline generally. Experi. 
ence in the freight market since December 1st has shown that, 
except in trades for which scheduled rates acted as a disguised 
subsidy, the level of freight rates has remained fairly steady; 
on the North Atlantic routes, in fact, they have strengthened 
rather than weakened. Although a good deal of “ hedging ” js 
probably going on at present, both by charterers as well as 
owners, the present level of freights seems to be responding 
fairly reasonably to the normal forces of supply and demand, 
Obviously, the mere abandonment of controls does not auto- 
matically guarantee a complete return to normal conditions as 
they existed before the war. Conditions in ports all over the 
world are vastly different from what they were in 1938-39. The 
pattern of world trade, and the principles on which much of 
it is conducted, are manifestly unprecedented, even when 
comparison is made with the years after 1918. Quite 
apart from the consequences of bulk buying and selling by 
Governments and the restrictions on trade which happens to 
involve the use of certain currencies, ships now find their 
principal employment in unaccustomed directions. The Pilate 
grain trade to Europe, for example, is practically moribund ; 
there is a remarkable movement of grain from Australia to the 
United Kingdom and from all sources to the east; but the 
movement of rice from east to west is still negligible. Coal 
exports from the United Kingdom, although expanding fairly 
rapidly, are still too small to influence homeward freight rates 
to any great degree. Passenger liner capacity, except on the 
North Atlantic and “dollar” routes, is employed mainly in 
carrying settlers outwards to South Africa, Australia and New 
Zealand, or (in the case of foreign liners) from Italy to South 
America. And the development of the world trade in oil has 
completely altered the flow of oil products by sea. 


* 


It is dangerous, therefore, to attempt too close a parallel 
between shipping conditions now and those which prevailed in 
the years which followed the war of 1914-18 and the subsequent 
depression. If the Marshall and other plans enjoy a real degree 
of success, the volume of international trade is more likely to 
expand than to contract in the next decade, even if it flows in 
new directions and over longer distances. Nevertheless, as the 
volume of available tonnage increases, competition is bound to 
become keener and the general trend of freight rates will inevit- 
ably be downward until some other influence appears. Ship- 
owners would have no great objection to a general lowering of 
current rates of freight, provided that operating expenses also 
showed some sign of falling. But on this point a good deal of 
pessimism prevails ; operating costs at the moment are certainly 
lagging well behind freight rates, if indeed they are not still 
rising. A shipowner faced with keen competition and poor trade 
may keep his ship trading at a loss, and in the past he has often 
done so; but the point is bound to come when the cost of 
laying-up is lower than the loss incurred by keeping a ship in 
commission, particularly if it is elderly and uneconomic to run. 
That point is bound to be reached sooner when operating 
expenses continue to rise while freight rates are still falling. 
And the opposing curves are bound to be much steeper in the 
case of uneconomic and obsolescent ships, of which the world’s 
fleets today contain so large a proportion. The state of the 
American merchant fleet today, despite its initial postwar adv i- 
tages, its subsidies and protection, tells its own story. 

British shipowners, therefore, although they must keep, as 
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always, a close eye on the freight market and its possibilities and 
trends, must scrutinise their operating costs and disbursements 
more closely than has been necessary since before the war. 
Much attention has been paid in recent months to port 
delays, which are being experienced in all parts of the world 
except some Continental ports and (unless during water- 
front strikes) the United States. Despite the advantages of 
speed and superior cargo-handling gear—which add to the cost 
of construction—a modern ship is lucky if it can make three 
yoyages for every four that its predecessor would have made in 
1938. Not only do these delays in port reduce a ship’s earning 
capacity ; they also add to its disbursements for port expenses, 
harbour dues and the like. The loss of time, however, has some 
negative compensations to the shipowner, for the immediate 
elimination of port delays would much increase the volume of 
tonnage available and competing for freights, and the cost of 
time spent in port is at present largely reflected in higher freight 
rates. Shipowners generally, however, would welcome an im- 
provement in dispatch, and also a check to the rising trend of 
charges throughout the world for such items as .stevedoring, 
pilots, tugs, and lightermen. There has been a modest improve- 
ment in the rate of turnround in British ports during the past 
year, but little sign of a halt in the rising curve of port charges. 
The same can be said of repairs and maintenance, which become 
increasingly important as ships get older. Repairs can be under- 
taken now more speedily than when repairing facilities were 
overwhelmed with postwar reconversion and wartime arrears, 
but there is little sign yet that the costs either of materials 
or of labour are even becoming stabilised. 


The price of fuel, whether coal or oil, now represents a higher 
percentage of running costs than ever before, but there are at 
least some indications that the peak level has been passed. The 
oil companies have announced reductions in bunker prices, 
although these still remain higher than a year ago. Similar 
reductions may be expected in the price of bunker coal. 
Wages, another important item of direct operating costs, are 
about 2) times the prewar level ; it is extremely unlikely that 
any decrease in wage costs is to be expected, but they may 
remain at least stable for some time, unlike those of some other 
maritime nations. For direct operating costs as a whole a well- 
known shipping company operating cargo liners to the Far East 
has estimated that repairs and maintenance now cost 270 per 
cent more than in 1938, crew (including overtime) 259 per cent, 
loading in UK 250 per cent, discharging in Far East 233 per 
cent, diesel oil 276 per cent, fuel oil 295 per cent, and coal 
bunkers 478 per cent. Present indications suggest that except 
for bunkers these increases in costs are likely to be permanent. 
But when the margin of profit is threatened by a falling freight 
market, a smal! saving in any one of these items may be of great 
significance. It must be remembered, of course, that out of the 
profit, shipowners must find sufficient to make adequate 
depreciation allowances for new tonnage built at high capital 
cost since the war. 

When direct operating costs are high and competition for 
freights is keen, it is the older and less efficient ships which 
suffer first. In times of scarce tonnage and booming freights 
anything that floats can be operated at a profit, but when freight 
Margins grow narrow, high fuel consumption, slower speed and 

vier maintenance costs can soofr turn a gilded goose into a 
White elephant. But the modern and efficient ships built since 
the war have been acquired at heavy cost compared with prices 
paid for new ships before the war or even for secondhand war- 
built ships, and this high capital expenditure involves high 

atges for depreciation, insurance and interest. It is true that 
British shipowners can now write off four years’ depreciation 
out of the first year’s profits, so that, provided there is sufficient 
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profit to cover the depreciation of a ship during its normal 
lifetime, its cost will be written off in 16 years instead of the 
usual 20 ; but this calculation will not hold good if the cost of 
Shipbuilding continues to rise. Nor did the compensation paid 
for ships lost during the war take into account the current level 
of replacement costs, which even at the end of the war were at 
least twice as high as in 1939. Shipbuilding costs have been rising 
steadily ever since. Today they are in the region of three times 
the prewar costs, and they are still rising. Those liner and tanker 
cempanies which have restored their war losses have been able 
to do so only by eating into the reserves which they have care- 
fully built up in years of plenty, and those reserves, though their 
extent is carefully hidden from shareholders and foreign com- 
petitors alike, cannot last for ever against the rising tide of 
replacement costs and the reduced earnings that seem imminent. 
The heavy toll taken by current taxation is not penalising the 
shareholder, whose dividends have nearly always been meagre, 
so much as it is sapping the ability of the shipping companies to 
weather the storms ahead. Nor can resourceful shipowners 
endeavour to strengthen themselves by selling their older ships 
at Opportune moments, for the Treasury in effect appropriates 
any excess over the statutory written-down value, and in any 
event the selling of ships to foreign flags is still virtually banned. 

Only Government action can alleviate these burdens. But 
when the time comes, as it inevitably does in the affairs of ship- 
ping companies, for replacements to be acquired, it is quite im- 
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probable that shipbuilding costs will have fallen anywhere neat 
the level at which the original ships were built. And the liner 
company, it must be remembered, cannot afford to wait. It 
must keep its fleet up-to-date and its services efficient, whatever 
the level of replacement costs, or lose its business to competitors. 
To some extent the tramp company can afford to wait longer, for 
it has no regularity of service to maintain. It can afford to go out 
of business for a time, it can buy in the secondhand market or 
build (currency restrictions permitting) in the cheapest overseas 
market, and it has the assurance that for many years to come 
its competitors are likely to be no better off. 

Perhaps the most important effect of the return to more 
normal conditions in the shipping industry, however, is the fact 
that there is both room and need for individual enterprise and 
initiative. Inefficient operators may go to the wall. Efficient 
owners and brokers, who now must seek the best business they 
can get at the best competitive rates, should be able to do well 
enough on lower freights, relying on their own judgment and 
estimate of operating costs, direct and indirect, and of the 
prospects of employment for many voyages ahead. Lest it 
should be thought that these opportunities are being lost, it is 
worth recording that, for the first time in nearly ten years, there 
is now an afternoon session on the Baltic Exchange. 


LIE ELIE TE IT 


FF SRL MS NS OEY 8 at ISS = - . epee sre ae tasers OE rece si ic ge eee memes “ 
; ohne: fw peas 9 ler i cig ms ie 3 casio ne 
: 4) . Po . 
% = sown + oom 


i 
Ei 
| 
ay 
i 


CRG RES G5 — he nA NA EP REBIRO rt DKA 








sa 


—_—_ 


Pd one. Lo 


oon ~~ a ee NY ——— a 


252 





THE ECONOMIST, February 5, 1949 


Business Notes 


Britain’s Payments Gap Closed ? 


For some time past usually well-informed quarters have 
been disseminating the suggestion that the gap in Britain’s 
external balance of payments, considered as a whole, has now 
been closed, and have been emphasising that although the dollar 
deficit is still a source of anxiety, there is no longer any problem 
of an “overall” deficit. This sanguine interpretation of the 
figures has now been sponsored—and, indeed, amplified—by the 
Chancellor himself in last week’s debate on ERP. Most of his 
long speech on that occasion surveyed ground which is already 
familiar, but his comments on the recent trend of Britain’s 
balance of payments deserve to be put on record. After drawing 
attention again to the improvement achieved in the first half of 
1948 (as shown by the official estimates in the White Paper of last 
September) Sir Stafford affirmed that the account for the second 
half of the year will show “that we were very close to a balance 
in our total overseas payments in that particular six months.” 
The detailed estimates are not yet available, but on the basis 
adopted in the Trade Returns (i.e., with imports valued c.i.f.) 
there was a deficit on visible trade of £181 million. If, however, 
the import total of £1,054 million is abated by 10 per cent, to 
allow for freight and insurance, the notional f.o:b. cost of imports 
becomes about £950 million. On this basis the Chancellor esti- 
mated what he calls the “crude visible deficit” at about 
£75 million—a figure which he regards as an overestimate rather 
than an underestimate. Sir Stafford then implied that the con- 
tinued and marked improvement in invisible income will have 
sufficed to bring the whole account, including both visible and 
invisible items, into virtual equilibrium. On this basis it might 
be guessed that the official estimates will show a final deficit for 
the whole year of between, say, £140 million and £180 million, 
compared with £630 million in 1947. 

Unfortunately, it is clear that the true position is less favour- 
able than this. On the official figures, net invisible income in 
the first half-year was £16 million, and from the Chancellor’s 
remarks it appears that this total must have expanded in the 
second half-year to anything up to £75 million. Sir Stafford 
admitted that this expansion has been “helped by some special 
non-recurring items due to settlements of wartime debts with 
various countries.” If these special credits were as large in the 
second half-year as in the first, the “overall” account for the 
full year will, on a true reckoning, prove to have been very far 
from equilibrium. The invisible income for the first half-year 
included £56 million of governmental receipts from war disposals 
and settlements, £8,000,000 to allow for the fact that wool paid 
for during the war was included in current imports, £3,000,000 
for sales of wool held abroad and £2,000,000 for sundry repay- 
ments of loans. If these special credits had been excluded, the 
invisible account as a whole would have shown, not a surplus of 
£16 million, but a deficit of £53 million. If, therefore, non- 
recurring items have been as important in the second half-year 
as in the first, this would mean that in the later period there must 
have been a fina] deficit of about £60 to £100 million. On a 
similar basis, the deficit for the full year would be about £250 to 
£300 million. 

Even on most pessimistic assumptions, it is clear that there 
has been a large improvement from the disastrous position of 
1947, but it is surely too soon to assume that the “overall” 
account no longer presents any problems. To such arguments as 
these, the statisticians may retort (as Dr Dalton did when dis- 
cussing the special receipts in his domestic Budget) that even 
non-recurring receipts are still receipts. But, if that is true in 
a bookkeeping sense, it is certainly not true in a real sense. 
Most of these special credits do nothing to help Britain to pay 
for its imports now or in the early future. They mostly take 
the form of reduction in overseas holdings of sterling balances 
which might (or might not) make an effective claim upon Britain’s 
productive resources in a more remote future, 


* * * 


Gilt-edged Outlook 


Although the advance in gilt-edged securities has not main- 
tained its momentum with the opening of the new Stock Exchange 
Account, institutional investors and students of monetary policy 
are watching the behaviour of the market with particular interest. 
There has been accumulating evidence in the last two or three 
months of an increasing weight of money ready to enter the 


market. The question was where the weight would be felt. And 
the answer to that question involved making assumptions about 
the line of policy which the authorities would pursue—whether, 
for instance, they would positively seek an improvement in gilt. 
edged prices, or at least would not be minded to limit such an 
improvement if it should occur for other reasons. In the last week 
or two the impression has gained currency that the authorities 
may not be unsympathetic to a moderate rise in gilt-edged prices; 
and this assumption has itself provoked much of the support 
which such a rise requires. 

It would be unfair to describe this as a reversion to the tech. 
nique employed by Dr Dalton when he was Chancellor. But 
at least it rests on the same elements in market psychology which 
he was able to exploit with such dramatic success in the heyday 
of the cheap money boom, The market has come to the con- 
clusion—hard enough indeed to disprove from the rise in bank 
deposits—that although the authorities may be quite sincere in the 
pursuit of disinflation, their monetary policy has been compiaisant, 
To the possible conversion of 2} per cent National War Bonds, 
1949-51 in August, and the certain refinancing of 13 per cent 
Exchequer Bonds next February, must now be added the issue 
of British Gas stock in May. With this programme in prospect, 
the advance of long-dated stocks has acquired particular 
significance. 

Compared with the dullness of the “shorts,” the “ undated” 
issues—and particularly 2} per cent Treasury stock— have been 
positively ebullient. The yield on “ Daltons” is now £3 2s. 74. 
per cent gross, a fall of one shilling per cent since the turn of 
the year. But it is still nearly a shilling higher than the yield 
on Old Consols, and there are many who, sweeping aside any 
suggestions for a moderate rise‘in interest rates, have their eyes 
fixed on a 3 per cent flat yield—which would involve a rise of 
3+ points in the stock. That, however, would seem to imply a 
cruder type of monetary policy—or a more determined specula- 
tive interest in gilt-edged—than has been seen to date, 


* * * 


Nationalisation in the Chemical Industry ? 


It is natural enough that the Labour Party should be dis- 
cussing possible victims for nationalisation in the life of the next 
Parliament ; the chemical industry is one. Parties have to prepare 
their election programmes, and from one point of view the more 
discussion there is before decisions of this kind are taken, the 
better. From another point of view it is, however, unfortunate 
to have rumour playing round the future of industries and round 
the names of individual concerns. It is unsettling to industry, 
and to neighbouring countries of western Europe it causes 
uneasiness ; at the opening of a period of closer co-operation in 
Europe, they are not anxious to see the British Government 
enter further into competitive industry, for this (they feel) will 
bring questions of commercial competition more directly into 
international politics. 

It is worth while to consider, however, what the Labour Party's 
line of conduct may be. Broadly, the movement to nationalise 
the chemical industry proceeds from the party “ activists” who 
cannot imagine fighting an election except on a programme of 
positive change ; to them, nationalisation must expand in ever- 
widening circles, proceeding from the more “ basic” to the less 
“basic.” It is opposed by the growing body of opinion in the 
party which feels that the main task must be to find ways of 
discharging efficiently the commitments that have been undet- 
taken already. On this thesis, State ownership should, in present 
circumstances, be extended further only where it would show ao 
immediate return in national efficiency, and where it would not add 
greatly to the Government’s administrative overheads. From this 
point of view, the chemical industry is a poor candidate. Parts of 
it, certaintly, are “ basic ” ; aut the industry also spreads over into 
many of the later stages of production in a wide variety of things. 
It becomes involved with other industries—plastics, paint, 
petroleum, textiles—in an inextricable way ; and, worst of 
because of the restless progress of organic chemistry it will not 
keep still. 

Since the chemical industry as a whole offers such a difficult 
prospect, it is again not unnatural that Labour Party scrutiny 
should have picked—if only for the sake of simplicity—on 4 
single concern, Imperial Chemical Industries. Administratively, 
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this would be a simpler job, because the administration of ICI, 
: though it is, alreaty exists. I: offers a usefully solid 
slice of the heavy chemical production to which nationalisation 
is theoretically more appropriate than 10 industries farther on 
in the productive chain. It does not, hewever, cover by any 
means the whole of those heavy sections. It also enters into a 
wide variety of the more advanced processes, and the recent 
developments in petroleum chemistry, plastics, and synthetic tex- 
tiles tend to expand this end of its activities. In each of these 
fields, however, it is only one of a number of enterprising firms. 
The more its position is examined, the less satisfactory does the 
prospect of nationalising ICI appear to Labour opinion. The 
seaction is fortified by the party’s distaste for discriminatory or 
opportunist action ; there is a strong feeling against picking out 
individual concerns. Bae 
It is tue that there is a further feeling in the Labour Party 
(as, indeed, elsewhere) against ICI: that it is too big and that it 
jg amonopoly. ICI is, of course, by no means a general monopoly 
in the chemical industry, and the people who want to deal with 
monopolies are by no means sure that the best way is to create 
bigger and more rigid state monopolies. Eventually, no doubt, 
the Labour Party will have to answer the question whether 
jt prefers to deal with problems of monopoly in that way— 
by perpetuating them under state control—or in the other way, 
through the Monopolies Commission. But the party’s best and 
most probable answer to the nationalisation question will be to 
leave the chemical industry—and ICI—alone. 


* * * 


Ford Motors and the Steel Bill 


The discussions of the Standing Committee on the Iron and 
Steel Bill became more than usually involved when the Com- 
mittee reached, with clause 11, the demarcation of the field of 
industry which the Iron and Steel Corporation is to take over. 
In theory the second schedule of the Bil, which defines the scale 
and type of activities which are to qualify a firm for nationalisa- 
tion, and the third schedule—which names the firms themselves— 
ought to be identical in scope. Bur in fact they are not identical, 
and the conspicuous exception is the Ford Motor Company, 
which makes more than enough pig iron to qualify it for acquisi- 
tion, but which the Government thinks it better not to acquire. 
A phrase in the Bill provides for the exclusion of 

any company whose main activity on the said day was the manu- 
facture of motor vehicles, 

—in effect, of the Ford company. 

It can be said at once that to include the Ford Motor Company 
in the nationalisation of iran and steel would have been a silly 
mistake, and—leaving aside for a moment the logic of the matter 
—the Government cannot be blamed for avoiding a silly mistake. 
It would also have been expensive in dollars, because (as Mr 
Lyttelton pointed out) more than two-thirds of the issued capital 
of £9,000,000 is in American hands. The Opposition, however, 
could hardly be expected to miss the opportunity of suggesting 
that tenderness to American interests might have had something 
to do with the matter—an imputation which the Minister of 
Supply denied with such emphasis as to suggest that considera- 
ton for American interests would be a shameful thing: 

The threats, or possible threats, of American interests in the Ford 
Company never entered our minds at ali, and the American interest 
in that company has nothing more to do with the company than 
the flowers that bloom in the spring. 

He said at a later stage that “one of these days some government 
may want to nationalise the motor industry ”’—bur that if so, it 
should be done by “a clean measure confined to that industry,” 
and not as an accident through the nationalisation of steel. 

The Fotd case is not the only one which raises questions of 
demarcation. Mr Lyttelton instanced Richard Johnson and 
Nephew, Limited, a company which makes steel wire rod (a 
scheduled product) and proceeds to process it further into steel 
wire (a non-scheduled product) to be sold on an equal footing 
with a range of other, non-ferrous, wires. Scheduled products 

therefore, a negligible part of the company’s sales, and more 

of its production is outside the iron and steel] industry 

Plenty of other firms which are occupied mainiv 

on forging, finishing and engineering activities are scheduled to 

taken over just the’ same, and in strict logic if the Ford Motor 

v is excluded there is no evident reason why they might 

not be excluded too. The answer in practice is that the Minister, 

ONce started on this path, would find it hard 10 know where to stop. 

He. however, admit that there were “ one or two companies ” 

on the schedule, with activities “remote from the proper iron 

and steel industry,” about which he was still not satisfied one 
Way or the other. : 
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No Meat From Argentina? 


The negotiations in Buenos Aires on this year’s supply of 
meat to Britain are due to start next weekend. Argentina, despite 
Sefer Miranda’s move from office, still wants to buy American 
goods, but its dollar-earning capacity is limited. Argentina will 
surely try to insist that Britain pays for this year’s meat supply 
in dollars. The British Government will rightly refuse to do so, 
especially as Marshall funds could not be used for this purpose. 
The Government has already said that it would reduce the meat 
ration to 8d. a week rather than accept unsatisfactory terms. 

Such a reduction would impose a hardship on the British 
pubiic, but it would be worth while if it deflated, once and for 
all, Argentina’s bargaining power. In 1947, the Argentine cattle 
population was 24 per cent larger than before the war and its 
sheep population 16 per cent. This represents a substantial 
increase in the potential supply of meat. But since last July 
the number of livestock slaughtered has declined considerably at 
the same time as shipments to Britain under the Andes Agree- 
ment have fallen off. 

Argentina has also been seeking other markets, and relatively 
larger quantities of meat have recently been exported to France, 
Italy, the Netherlands, Sweden, Czechoslovakia, Venezuela, Chile 
and Bolivia. But in total they are smal]. Britain still takes more 
than two-thirds of Argentina’s meat exports, and without the 
British market the Argentine Government would soon be faced 
with a serious problem of surplus production and congested 
cold stores. It is clearly in Argentina’s interest as well as 
Britain’s to develop trade between the two countries, and British 
production of textiles, vehicles and machinery—imports which 
Argentina wanits—is expanding. Many countries in the world 
have had to forgo American goods because of their lack of dollars. 
And in this Britain has set the example. Is it out of the question 
for Argentina, which before the war took large quantities of 
British goods, to do the same ? 


* * * 


Argentina’s Exchange Embargo 


Meanwhile, the extent of Argentina’s own economic problem 
has been indicated this week by the decision of its Central Bank 
temporarily to suspend the grant of foreign exchange for any 
purpose—whether imports or financial remittances. This measure 
must be read in conjunction with the departure of Sefor Miranda 
and with the new economic deal which is now in course of 
preparation. New exchange regulations are to be promulgated in 
the course of the next few days; hence the suspension of ex- 
change allocations must be regarded as a temporary moye, pro- 
viding a clear line of demarcation between the old system and the 
new and allowing time to clear up the somewhat chaotic situation 
that had arisen in the last few weeks. In anticipation of the new 
exchange arrangements and of the rumoured devaluation of the 
peso, a heavy accumulation of exchange ‘applications had piled up 
at the Central Bank. In addition, considerable allocations of 
exchange had been made in respect of impending imports. which 
may have to be reconsidered and severely pruned in view of the 
continuing deterioration in the Argentine reserve position, The 
embargo on exchange allocations is, therefore, a pause for house 
cleaning. The most pressing feature in the Argentine exchange 
position is the virtual depletion of US dollar balances and the 
recent accumulation of short term debts to American banks. 
With the change in economic policy and the departure of Sefor 
Miranda, it is possible that American banks may be induced to 


Commercial History and Review 


of 1948 


This .week’s issue of the Records and Statistics Supplement 
to The Economist includes the first part of the Conwmercial 
History and Review of 1948—the 86th of the series which 
began in 1863, 

Part 1 provides a general review of British -cconomic 
developments last vear, and special articles on finance, 
investment and overseas trade. Part If, to be published 
on March Sth, will contain articles on all important British 
industries, and Part fil, consisting of overseas economic 
reports, will appear on April 2nd. : 

The Records and Statistics supplement *% obtainable by 
subscription only, ai £2 10s. a year ; a combined subscription 
to The Economist and Records and Statistics cosis £5 a year. 
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extend rather than call in their Argentine credits, and strenuous 
efforts will.no doubt be made by the Argentine authorities to 
obtain such relief from their present difficult situation. The 
extreme stringency of the dollar position in Argentina explains 
the priority Argentina has given to the demand for payment in 
convertible sterling in the preliminary discussions for the renewal 
of the British meat contract. 


Banking and Finance 


Bank Advances and Credit Creation 


The record of the banks’ experience in 1948 was rounded off 
last week by the December statement covering the clearing banks 
as a whole. Aggregate deposits, as the accompanying table shows, 
rose during the year by £265 million to £6,200 million—actually 
a bigger rise than occurred in 1947. This difference was, how- 
ever, wholly due to the expansion, especially at the year-end, of 
items in course of collection. As had been expected, the increase 
in net deposits, by £231 million, proved to be somewhat smaller 
in 1948 than in the previous year. The picture which emerges 
from the year-end figures does, however, differ appreciably from 
that presented by the November statement. It has been pointed 
out repeatedly in these columns, and several of the bank chairmen 
have now emphasised again, that only a minor part of the recent 
expansion of credit has been attributable to demands for bank 
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advances. Yet the year-end figures show that in 1948 advances 
rose by £172 million, which is equivalent to almost three-quarters 
of the rise in net deposits. At first glance, therefore, the pro- 
testations of the bankers seem to be at variance with the figures. 
On closer examination, however, most of the apparent discrepancy 
disappears. In the first place, appreciably more than half the 
year’s net increase in advances occurred during the first quarter 
of the year, the season of heavy tax gathering. If, therefore, the 
first nine months of the current fiscal year are contrasted with 
the calendar year, the shares of the public and private sectors 
of the economy in the additional bank credit are precisely re- 
versed: in the calendar year a little less than three-quarters of 
the new money was absorbed by the private sector, whereas in 
the nine months roughly three-quarters was absorbed by the 
public sector. 
* * * 


Big Rise in December ? 


This last proportion, moreover, would have been much larger 
but for a sudden increase in the advances item, by £36 million, 
in December. This is a much larger movement than occurred 
in December, 1947, and at first seems to suggest that the pressures 


upon the banks have suddenly been intensified. But, in fact, 


there is reason to believe that an appreciable part of this move- 
ment was attributable merely to a particularly marked seasonal 
inflation of cheques in transit. Only one of the banks-—Lloyds— 
shows separately in its accounts the amount of cheques, etc., in 
course of transit between its own branches; the other banks 
generally include this item in their advances. Duging December 
Lloyds’ internal transit items increased by £5.3 million, or over 
40 per cent, an increase roughly comparable to that shown by 
the general item for cheques in course of collection. If the 
experience of the other banks was similar, this would mean that 
the increase in the internal transit items included in their advances 
would account for more than three-quarters of the apparent rise 
in advances during the month. As a further indication of the 
importance of this factor, it may be noted that Lloyds, alone 
among the leading banks, reported a fall in advances during 
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December. Apart from this, there is no doubt that preparations 
for the current quarter’s tax payments have thrown additi 
demands upon the banks—though it is doubtful whether the 
Special Contribution has been as big a factor in these demands 
as some people have suggested. 

For these reasons there is no need to revise the general con- 
clusion that Government operations, rather than the demands 
from industry or any undue liberality on the part of the banks 
in their lending policy, mainly explain the recent expansion of 
credit. Last month, however, Government demands were on an 
appreciably smaller scale, while in the current quarter the 
revenue surpluses are involving heavy repayments of Government 
indebtedness to the banks. On the other hand, there is no doubt 
that the payment of taxes will produce the customary seasonal 
rise in advances. For the next few months, therefore, the recent 
relationships of the public and private sectors, in their effects 
on the banking position, will be reversed. Not until the beginning 
of the new fiscal year will it be possible to discern whether the 
underlying monetary policy which has permitted the recent credit 
expansion is being modified. 


x * x 


Repaying Floating Debt 


The Treasury’s revenue collections in this heaviest tax. 
gathering season of the year are breaking all records. In the four 
weeks to January 29th the “above-line” revenue—aincluding, 
however, some special receipts, notably from trading services— 
amounted to £620 million, which is roughly three-quarters as 
much as was collected in a whole year before the war. This does 
not mean, however, that the prospect for the full fiscal year is 
much brighter than it looked a few weeks ago. Even these 
massive figures are only moderately larger than those for the 
similar period last year, and the above-line surplus of revenue 
over expenditure has been only slightly larger—at £358 million, 
compared with £339 million. Income tax in the four weeks has 
brought in £46 million more, at £336 million, and the Special 
Contribution has provided £28 million, making a total for the 


year to date of £50.2 million—fractionally more than the 
Chancellor’s estimate. 


_ These surpluses are, of course, being applied, as usual at this 
time of the year, to repayment of floating debt. It is perhaps 
questionable, however, whether the net sums available for this 
purpose have been quite so large as they were twelve months ago, 
for then Britain was still running a very heavy deficit on the 
external balance of payments, so that the current Exchequer 
surplus on the Budget was being much more heavily supplemented 
by the Treasury’s sterling receipts from sales of dollars. On the 
other hand, the authorities were then preparing for the redemption 
of the 3 per cent Conversion Loan. Whatever the precise com- 
parison with last year, the funds available are so large that the 
repayments are having a big impact upon the banking system 
and the money market. The incidence of these operations is, 
however, noticeably different from what it has been in similar 
phases in the past, being concentrated much more directly upon 
the banks through repayments of their holdings of Treasury 
deposit receipts. This is a consequence of the new system, 
introduced last June, of issuing TDRs with “ lives ” varying from 
five to seven months. The advantages of this flexibility are now 
being fully tested for the first time, since the main purpose of 
the arrangement was to enable the Treasury to concentrate its 
maturities of TDRs into periods when it has large surpluses to 
employ. If TDRs are available to be redeemed at such times the 
authorities can minimise the inroads into the supply of Treasury 
bills available to the banks. 

Except for certain jolts caused in the money market by the 
uneven distribution of TDR maturities from day ‘to day—a 
circumstance for which the banks, not the authorities, are largely 
to blame—the arrangement has been working according to plan. 
In the past five weeks the total TDR issue has been reduced by 
roughly £325 million, compared with only £73 million in the 
corresponding period of 1948. The current week’s repayment 
was the largest yet, for maturities—all in five months TDRs— 
totalled £150 million, and only £25 million was replaced by @ 
new call. In consequence, the outstanding TDR issue appears 
already to have been reduced to below the low point reached 
before the redemption of the 3 per cent Conversion Loan last 
March. It now stands at about £1,185 million, at its lowest post- 
war level. There will certainly be a further substantial reduction 
before the end of the financial year, for maturities in the next 
six weeks total some £450 million, and they will not be fully 
replaced by new issues. Meanwhile, the outstanding total of 
Treasury bills offered by tender has declined by only £40 million 
(the amount of last autumn’s seasonal expansion) to £2,210 million. 
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What 1s 
YOUR 


problem 


Oo 


Every business man engaged on export 
business has his own particular financial 
problem nowadays. We can handle these 
problems, and the provision of banking 
facilities connected with foreign trade is 
one of our specialities. 

Bring your problem to us, either direct or 


through one of the Bank’s 600 branches. 


MARTINS BANK 


LIMITED 


LONDON FOREIGN BRANCH—68, LOMBARD STREET, E.C.3. 
LIVERPOOL FOREIGN BRANCH—4, WATER STREET, 2. 
MANCHESTER FOREIGN BRANCH—47, SPRING GARDENS, 2. 


HEAD OFFICE : 4, WATER STREET. LIVERPOOL, 2. 





PracricaL information which will help 


plans for the development of Australian 


trade can be obtained from the Information 
Department of this Bank. A network of 
over soo Branches and Agencies at strategic 
commercial centres provides a specialised 
Banking Service based on expert knowledge 


of local conditions. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 
7, Lothbury, London, E.C.2 


Incorporated ‘n Victoria Established 1858 
Other London Offices at 
Australia House, Strand London, W.C.2 and 8; Princes Street, London, E.C.2 
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Eastern Enterprise 


For over three hundred years men of enterprise and initiative 

have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 
with the specialised banking services that this trade demands. 

Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss their 
problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch: 52, Mosley St., Manchester 2 e Liverpool Branch: The Cotton 
Exchange Buildings, Old Hail St., Liverpool 3 e West End (London) Branch: 
28, Charles ll St., London, S.W.1 ee New York Agency: 65, Broadway, New York 

Associated Banking Institution in India: The Allahabad Bank Ltd. 


The Bank’s branch system, under British management directed from London, serves 
INDIA e PAKISTAN e CEYLON e BURMA e SINGAPORE AND FEDERATION 
OF MALAYA « NORTH BORNEO AND SARAWAK e« INDONESIA e FRENCH 
INDO-CHINA e SIAM e THE PHILIPPINE REPUBLIC e HONGKONG 

CHINA e JAPAN 


Machines to Europe 


In shipping goods from one country to another 
both Exporters and Importers encounter con- 
tinually changing problems and varying regula- 
tions. We have a highly-developed organisation 
handling the financial problems connected 
with international trade and serving im- 
portant mercantile interests. Merchants 
seeking guidance are invited toconsult us, 


GLYN, MILLS & CO. 


Head Office: 67 LOMBARD STREET, LONDON, E.C.3 


Associated Banks: Royal Bank of Scotland 
Williams Deacon’s Bank Limited 
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Moreover, because the tax moneys have been returning so directly 
to the banks by redemptions of TDRs, the authorities have not 
had to participate largely at the bill renders, with the result that 
the discount houses have been securing unusually large allotments. 
By the end of the fiscal year, it is clear, the composition of that 
portion of the floating debt which interests the banking system 
will have been altered significantly, through a further improvement 
in the ratio of bills to TDRs. 
* » * 


World Bank Activities 


No lack of ingenuity or enterprise is to be discerned in the 
recent activities of the Internaticnal Bank for Reconstruction and 
Development. Many projects have been under discussion. They 
range from a scheme to finance barter deals between east Eurcpean 
timber and west European machinery to the financing of projects 
in the British overseas territories. The latter are nearing the point 
of crystallisation. Lord Trefgarne, chairman of the Colonial 
Development Corporation, is going to Washington in the near 
future to discuss the project of a dollar loan for his organisation. 
A figure of $15 million has been specified as the amount required 
to buy American equipment for scme 50 new projects in British 
colonial territories. The preliminary talks have even proceeded 
to the question of terms ; it is suggested that the overall service 
charge might be 4} per cent, which would presumably cover 
costs of interest and amortisation. 

The Bank is also beginning to consider supplementing its 
available dollar resources, which now stand at well under $500 
million. One medest, though novel, operation will be the issue 
by the Bank of $10 million of its bends in the Belgian market. 
The Belgian authorities have agreed in principle to this operation, 
the objective of which is to mobilise part of the substantial holding 
of dollar resources held by Belgian investors. These investments 
have not been requisitioned in the past, though this threat must 
always attach to them. It is understood, however, that the Belgian 
Government would give the International Bank an assurance of 
future immunity from requisitioning in respect of dollars invested 
by Belgians in the Bank’s bonds. 

It is reported from Washmgton that the $10 million bond issue 
is to bear interest at 25 per cent and be redeemable after ten 
years. If the issue is successful it may prove the precedent for 
similar operations in other European countries, notably in the 
Netherlands and France, thus providing machinery by which the 
undoubtedly substantial dollar hoards of Continental investors 
may be mobilised by the International Bank in the cause of world 


reconstruction. 
* * * 


District Colliery Valuations 


The publication this week of the allocations from the global 
compensation sum of £164,660,000 payable to each of the twenty- 
one districts under the Coal Nationalisation Act contains some 
surprises. Several estimates of the likely allocations have been 
made in the past three years on the basis of roughly Io years 
purchase of the flat rate of annual profit for each district. 
South Wales, Scotland and Northumberland are to receive con- 
siderably more of the global sum than generally allowed for in these 
estimates, while Durham (where the preponderance of low quality 
pits had obviously been underestimated) has come off poorly. The 
allocations to Nottinghamshire, Derbyshire and Yorkshire have 
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also failed to come up to expectations, but by a smaller margin. 
The market seized on these miscalculations on Thursday and 
adjusted the appropriate share prices of the leading companies in 
the areas. The Yorkshire companies were little affected. Horden, 
Butterley, Lambton ‘and Hetton and Bolsover were all marked 
down, whereas Fife, Coltness and Powell Duffryn improved. 
The time taken in ing this stage in the payment of com- 
pensation has certainly first estimates by a wide margin. 
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“Interim income” has now ceased but it is considered unlj 
that the payments to the individual companies can be effected 
much before the end of next year—although interest will accrue 
on Coal Nationalisation Stock as from January 1, 1949. It js 
understood that the District Valuation Boards have been briefed 
to proceed first with the task of valuing auxiliary assets, such ag 
coke ovens, before tackling the break-up of the district allocationg 
between companies. 


Trade and Commodities 


The Wheat Conference 


The international wheat conference in Washington is pro. 
ceeding very slowly, and if the present rate of progress js 
maintained no agreement is likely to be signed before the end of 
March—if then. The participation of Russia and Argentir, has 
altered the complexion of the meeting. The importing countries 
want to know, before presenting their own cases, whether these 
two exporters intend to be bona fide members of an agreement 
or merely interested observers of the discussions. The Russian 
delegation, on the other hand, has suggested that importers should 
state their requirements before the exporters decide on how much 
they want to sell. 

The question of price has not yet been broached, and for the 
time being the discussion will centre in the fixed annual quantities, 
If all five exporters actually participate in the agreement, then 
its form may have to be drastically revised from last year’s pattern, 
if the interests of the importing countries are to be safeguarded, 
An agreement covering 95 per cent of the importers’ requirements 
would virtually exclude all but marginal “ free ” market purchases, 
and these would be insufficient in quantity to permit the wheat 
price to move freely between the agreed limits, particularly as all 
the export countries operate some form of internal price support 
policy. The only safeguard the importers could get is a fixed price 
for each season, and such a price would have to be nearer the 
minimum. In these circumstances it would in fact be better 
to have no agreement. 

Even if the limit of s00 million bushels is to be shared by all 
the five exporting countries, the agreement would have to contain 
very concrete provisions to make certain that the exporters did 
not influence the world price of wheat by their own domestic 
support policies. But at the moment that limit seems out of the 
question. The United States has suggested that its export quota 
of 185 million bushels a year should be increased to the level 
of Canada’s 230 million bushels. Judging from the recent Anglo- 
Canadian discussions, Canada will certainly not be willing to 
reduce its quota accordingly,- while at last year’s conference 
Australia pleaded in vain to be given a higher quota. The 
participation of Russia and Argentina wil] therefore apparently 
increase the total annual quota. 

There is a further point. The 500 million bushels agreed to 
last year excluded wheat sold by the United States to China, 
Japan and Germany. If the agreement is to comprise all the wheat 
exporters, should it not equally comprise all the major wheat 
importers ?. But who would speak for Japan and Germany? If 
delegations from these two occupied countries merely reflect the 
opinions of the United States, Britain and the other importers 
would be wholly outbalanced. Until the problem of quantities 
has been solved, it is, of course, impossible to discuss prices. 


Jontinues 


x * x 


Larger Tobacco Supplies ? 


Talks in London between representatives of the American 
Department of Agriculture and the British Government on future 
supplies of American tobacco ended last week, but no new 
contract was announced. It would be surprising if three American 
officials journeyed from Washington merely to be told by the 
British authorities that Britain would buy more tobacco in 1949 
provided that its dollar resources did not fall, Yet that was the 
gist of the official announcement at the end of the talks. 

The United States has recently been suffering from a glut 
of tobacco because last year Britain cut its purchases from 200 
million Ib. to only 140 million Ib. Having no alternative market, 
American farmers put tobacco “into loan,” and the US Com- 
modity Credit Corporation’s stock has greatly increased, The 
American delegation’s task was to learn how much tobacco Britain 
would require in the next three years, so that American prfo- 
duction could be regulated accordingly. But suggestions 
also been made that Britain might buy more, and even that 3 
system of deferred payment over three years might be offered if 





THE EC 


prewar ql 
the Britis 
can be § 
1948 cons 
by drawit 
of Ameri 
restricted 
chases ha 
to be red 
It appe 
maintaine 
American 
was given 
Does the 
to restrict 
Britain’s 
American 
total outl: 
muniqué 


Changin: 

An ar 
oil supplis 
source of 
East made 
statistics « 
figures, b 
Trade an 
stantial re 
compariso 
Middle E 
1948 as ¢ 
hemisphe 
1947. Th 
as a supp! 
oil impor 
Venezuela 
cipal sour: 
Middle E: 





appro} 
of tax 
furthe: 
down 


Profit 
respec 
relief g 
to 2s. d 
ments 
book . 
British 

cen 
South 
Simila 
Securi 
Ordin; 

arin 


—— 





ae SP Se OE __—— 
ieee 2 





THE ECONOMIST, February 5, 1949 


rewar quantities were taken. Such a scheme would scarcely meet 
the British case, repeated more than once, that no more dollars 
can be spared for tobacco—not even “Marshall” dollars. In 
1948 consumption of tobacco in this country was maintained only 
by drawing heavily on stocks, and the purchase of 140 million Ib. 
of American tobacco was inadequate to meet even the somewhat 
restricted demand for cigarettes. Unless some increase in pur- 
chases had been agreed, consumption in 1949 would have had 
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Britain, except Palestine, where the Haifa refinery and the 
southern arm of the pipeline from Iraq were closed for the 
greater part of the year ; increased supplies from Iraq have more 
than offset the smaller supplies from Palestine so far as the 
British market is concerned. The changes shown here in the 
pattern of British oil imports are part of the wider change ex- 
pressed in the OEEC plans; by 1952 the bulk of European oil 
supplies is to come from the Middle East. 
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It appears, however, that British consumption in 1949 will be 
maintained at last year’s level, and that the required increase in 
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Changing Pattern of Oil Imports 


An analysis by the Petroleum Times of the sources of British 
oil supplies in 1948 shows that the process of shifting the main 
source of supply from the Western Hemisphere to the Middle 
Fast made a good deal of progress during the year. British official 
statistics on petroleum are hardly satisfactory,’and the present 
figures, being based on the preliminary data published in the 
Trade and Navigation Accounts, are subject to perhaps sub- 
stantial revision. They do, however, afford a basis for a general 
comparison of last year’s oil trade with the trade of 1947. The 
Middle East supplied 35.5 per cent of British oil imports in 
1948 as compared with 23.7 per cent in 1947. The western 
hemisphere supplied 58.5 per cent as against 75.7 per cent in 
1947. The United States has fallen from second to third place 
as a supplier of oi] to Britain, and :he American share in British 
oil imports has fallen from 25.7 per cent to 11.8 per cent. 
Venezuela and the Dutch West Indies together are still the prin- 
cipal source of supply, but Iran now holds second place. All the 
Middle Eastern consigning countries increased their shipments to 


The continued improvement in world oil supplies was reflected 
in the further reductions in bunker fuel prices announced by 
Anglo- American Oil Company on January 21st. These reductions 
ranged from 9s. a ton for light diesel oil to 13s. a ton for heavy 
bunker fuel; prices for most grades of bunker fuel are now 
slightly below the prices of last February, though they are still 
above the prices of January, 1948. 

In the home market some of the outward signs of commercial 
competition are returning; brands were reintroduced for fuel, 
diesel and gas oils on Tuesday. Brands will be reintroduced 
on March 1st for kerosene (including vapourising oil) and white 
spirit, and for diesel oil for road vehicles. A month later they 
will be resumed for bitumen. The ordinary member of the 
public, who rarely comes into contact with the marketing of . 
middle and heavy oils, and has little occasion to buy bitumen, 
would be more interested to see a return of the brand names for 
motor spirit. This, however, is not in prospect; the Government 
is unwilling to see a demand created at present for higher grade 
motor spirit which it would be expensive to satisfy. 
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DIRECTORS’ REPORT 

The gross revenue amounted to £153,886, compared with 
£145,379 in 1947. After charging Debenture Interest, Income 
Tax and Profits Tax, Directors’ Fees, Management and General 
Expenses amounting to £85,874 the net profit is £68,012. 
Adding £162,619 brought forward, the total available for 
appropriation is £230,631 and a dividend of 6 per cent., free 
of tax, is recommended, which will absorb £60,828. It is 
further recommended that £32,415 be appropriated for writing 
down the book value of certain investments, leaving £137,388 
to be carried forward. 

At market prices on December 31, 1948 (or where no 
market price existed at valuations by the Directors at that date 
amounting to £288,665), the Share and Debenture Holdings 
and British Government Securities had an aggregate value of 
£2,886,395, as compared with their book value of £2,063,519. 


CHAIRMAN’S STATEMENT 

The net profit of £68,012 compares with £64,372 for 1947, 
an increase of £3,640, Full provision has been made in the 
Profit and Loss Account for Income Tax and Profits Tax in 
respect of all income to December 31, 1948. Double taxation 
relief allowable to the Company, in respect of 1948, amounted 
to 2s. 4d. in the £. At the end of 1948, the value of the invest- 
ments showed an indicated appreciation of £822,876 over 

OK cosi. Over 95 per cent. of the investments, including 
British Government Securities, taken at the valuations at 
December 31st last, are situated in the United Kingdom, 
South Africa and other parts of the British Commonwealth. 
Similarly measured, but excluding British Government 

urities, about 94 per cent. of the investments are in 
Ordinary stocks and shares and the balance in fixed interest- 
aring securities. 
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STANDARD LIFE 


ASSURANCE COMPANY 


For Mutual Assurance 
Established 1825 Assets exceed £54,000,000 
SPECIAL ATTENTION IS DRAWN 10 THE FOLLOWING CONTRACTS 


1. BUSINESS MAN’S POLICY _Inexpensive 
Life Assurance with options to convert at a later date 
to an endowment assurance either with or without 
profits. 


2. FAMILY !NCOME POLICY The ideal 
contract for a young married man: maximum life 
cover at minimum cost. 


3. POLICIES FOR CHILDREN @) “Public 
Schools’ Policy. Provision for education by means 
= premiums spread over the early years of a child’s 
life. 


(b) “ Early Thrift” Policy, Should be effected as 
soon after birth as possible to provide a splendid 
life or endowment assurance policy when the child 
attains the age of 21. 

© “Family Protection” Policy. A policy on the 
ife of e parent incorporating valuable options on the 
life of his child at age 21. Income tax rebate is allowed 
on the pr2miums. 























An enquiry wil! bring full particulars. 


HEAD OFFICE: 3 GEORGE STREET, EDINBURGH 


LONDON OFFICES: 3 Abchurch Yard, Cannon St., £.C.4, 1a Pall Mall, S.W. 
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Changes in the Raw Cotton Commission 


The reorganisation of the Raw Cotton Commission is timely. 
It follows a series of criticisms made by responsible Lancashire 
industrialists complaining of the limited choice of cotton afforded 
to the spinner and the general lack of quality. In a seller’s 
market quality tends to be at a discount. But the textile trade 
has become aware of consumer resistance and keener foreign 
competition. Under centralised buying, spinners can no longer 
profit from astute purchases or from trade connections built up 
by many years of work. The Raw Cotton Commission can 
in general do no more than ensure that Lancashire gets its cotton 
as Cheaply as its foreign competitors. This means that the only 
competitive advantage left to the spinner is his skill in choosing 
his raw cotton, and if that is restricted he is at a double dis- 
advantage. 

The objects of the reorganisation are to achieve closer contact 
with the spinners and to improve the efficiency of the Commis- 
sion’s buying operations. From Monday the Commission will be 
divided into three main departments—buying, sales and adminis- 
tration. One of the two independent members will be in charge 
of the buying department, and buyers have been appointed for 
American, Indian and Brazilian growths. From the Sudan and 
from East and West Africa cotton will presumably still be bought 
under annual contracts. But who will be responsible for buying 
Egyptian cotton? The organisation of the sales department has 
not yet been announced. Presumably it will involve a large 
measure of decentralisation so that the individual requirements 
of the spinner can be adequately met. 

Only experience will show whether these new measures will be 
successful in restoring to Lancashire a service comparable to pre- 
war. There is unlikely to be any change in the policy of keeping 
home prices in line with the world markets. But there should be 
greater scope for a closer relationship between the spinners and 
the Raw Cotton Commission. At the least the new buyers are 
experts in their respective fields, and this should meet one of 
the criticisms levelled against the Commission. The next step 
is to make certain that the buyers are really made aware of the 
spinners’ requirements, so that within the limits which currency 
restrictions impose Lancashire can get the types of cotton it needs 
for both the home and export markets. 


* * * 


Wool Cloth off the Ration 


The decision to release nearly all wool cloth from rationing 
does not mean that the wool textile industry has solved its pro- 
duction problems; it is rather an admission that the special 
problem presented to the industry since the war has not proved 
soluble. World trading conditions and the pressing need to 
export required, above everything else, that the industry should 
transfer some of the weight of its effort to certain types of cloth. 
To-day, as a year ago, fine worsteds are in great demand in some 
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valuable overseas markets, and for a limited range of especially 
fine cloths—which, it must be remembered, are produced by a 
quite small group of firms—the demand is not within sight of 
being satisfied. Few industries, however, are more localised than 
the various forms of wool manufacture, or more tied down to 
traditional techniques. Changes in the relative activity of 
different branches of the industry come slowly and are not easily 
brought about by deliberate means. 

A year ago the worsted industry was held up largely by man- 
power shortages, particularly in the finishing processes, which, 
as it happens, are more elaborate in the cloths which are at 





THE ECONOMIST, February 5, i949 


present in most demand abroad. To overcome it required, among 
other things, a good deal of success in persuading workers (Dar- 
icularly women) to return to the industry, and a good deal of 
patience and outlay in providing for part-time and village work 
Separate figures for woollen and worsted cloth production are pg 
available, but trade reports and the export figures in the acoom. 
panying table suggest that there has been a gradual improvemey, 
in worsted cloth output over the year; for although supplies of 
worsted cloth on the home market are tight today, it is unlj 
that they are tighter than a year ago. The home consumer’s choice 
of worsted cloth is likely to be restricted for some time to come, 
for it is, if anything, clearer than a year ago that export expansign 
must be in worsteds, and that the foreign buyer must be allows 
his freedom of choice. 

Worsted cloth exports have not yet reached their peak, Ty 
increase them further will require effort and a good deal of 
patient ingenuity in marketing ; but the room for expansion js 
there. In most woollens, on the other hand, the peak has probably 
been reached; the exceptions are certain knitted and othe 
specialities the production of which, again, is not easy to expand, 
Opinion in the trade seems to be agreed that any attempt to 
release woollen cloth from rationing while keeping worsted cloth 
rationed would have been impossibly complicated to administer, 
Prices, it appears, can be relied on to keep home demand down, 


* * * 


Development Council for Clothing 


In various ways the Board of Trade announcement of the 
proposals for the Clothing Industry Development Council 
indicates that the proposals have not yet taken their final form. 
Comments or suggestions are invited by March, and after tha 
date the Board of Trade will, presumably, proceed to lay the 
Order before Parliament for an affirmative vote ; but the present 
draft is “not necessarily the form in which the Order will 
eventually be laid before Parliament.” Although the two principal 
trade unions in the clothing trade support the proposals, the 
Board admits that most of the manufacturers’ associations do 
not. But the manufacturers have not (the Board claims) advanced 
detailed criticisms ; and in any case a large number of firms in 
the clothing industry are not members of any association “and 
therefore have not had the opportunity until the publication of 
this draft to express their views.” 

The proposed council will concern itself with all three sections 
(heavy, light, and rubber-proofed) on which three different work- 
ing parties made their separate reports in 1946 and 1947 ; all three 
recommended a continuing body of some kind. The coundl 
will have to form three committees, one for each section. All its 
18 members will be appointed by the President of the Board of 
Trade ; six will represent the employers, six the trade unions, 
one the managers and technicians ; one member is to be a perso 
with special knowledge of distribution, and four are to be inde- 
pendents. Firms, other than one-man businesses, with a turnover 
of more than £300 in any month will be obliged to register. The 
council will have power to raise a levy and (with safeguards about 
the secrecy of trade processes and the disclosure of the affairs 
of individual firms) to collect information. Since, however, there 
will be no further obligation on firms to carry out the council’ 
recommendations, its success will depend on the extent to which 
it can get willing co-operation. Its functions will be largely 
concerned with the questions suggested in the various Working 
Party reports: seasonal fluctuation, productive efficiency, equip- 
ment, factory conditions, the use of manpower and the quality 


of products. Its task, in a singularly ill-organised trade, will no 
be easy. 
* . . 


Retail Traders and the Purchase Tax 


Retailers, anticipating cuts in purchase tax in the next Budget, 
are becoming unwilling to acquire new stocks for fear that they 
may have to bear the reduction in purchase tax themselves. 
Since they cannot be sure where cuts may fall, they are holding 
back over a far wider field than could be affected by 
Budget changes. Manufacturers and other suppliers who at 
really finding it difficult to sell their goods are now beginning 







he index to Volume civ of THe Economist 

(July to December 1948) is now ready. 

Copies, price 2/6 post free, may be obtained 
m: 


22, Ryder Street, St. James’s, London, $.W.1. 


— 


unsold § 
Distribu 
purpose 
As the 
collect | 
manufac 
consign¢ 
consum¢ 
return 1 
rates, a 
on new 
one, bec 
it would 
supplier: 
who dea 
The f 
so long 
to get m 
cised to 
of trade 
directly | 
the ques 
to the ¢ 
serious! y 
Its sub- 
trade or; 
is also b 
of whon 
be made 
to a per 
Some 
extendin 
until the 
and Exc 
illegal c: 
a desper 
dence b: 
the retai 
to be re 
which g! 


Lord 
this wee 
by the } 
1949-50. 
To keey 
increase 
fifth dur 
and thei 


Altho. 
capacity 
exports 
teached 
vehicles 
country, 
reflects « 
ning cos 

Austr: 
second . 


Durin 
of com: 
Departn 
£500 mi 
the com 

special 
£100 m: 
credits j 

ing 
the civil 








BSP RSRARPF ROR TS 


sas 


PREshAas 


udget, 
at they 
selves. 
olding 





THE ECONOMIST, February $, 1949 


to look more favourably on an extension of “sale or return” 
agreements, which are usually practised only in certain luxury 
trades. This device protects the retailer by putting him in the 

ition of purchaser only when he makes a sale. He would, 
therefore, be able to return to the manufacturer or wholesaler any 
unsold goods on which the purchase tax was reduced. The Retail 
Distributors’ Association has worked out a procedure for this 
urpose and circulated it to its members last week. 

As the law now stands, the Customs and Excise authorities which 
collect purchase tax are satisfied so long as the wholesaler or 
manufacturer who pays the tax keeps adequate records of goods 
consigned on sale or return, up to the stage of actual sale to the 
consumer. An ideal solution to meet changes in the tax would 
return to the retailer the difference between the old and new 
rates, and bring the new rate to bear on stocks as well as 
on new deliveries. Two possible metheds have been rejected— 
one, because it would involve injustice, and the other because 
jt would require the scrutiny not of the books of 70,000 registered 
suppliers as at present, but of the books of about 500,000 retailers 
who deal in taxable articles. 

The problem has, so far, been peculiar to the retail trade, and 
so long as the seller’s market remained, retailers found it hard 
to get much public sympathy. Now that pressure is being exer- 
cised to make “sale or return” agreements the normal method 
of trade for the next three months, manufacturers have become 
directly interested. The Federation of British Industries included 
the question among the budget recommendations which it sent 
to the Chancellor, and declared that its members are affected 
seriously by the repercussions of possible purchase tax changes. 
Its sub-committee on taxation discussed the matter with other 
trade organisations last week without finding a solution. An effort 
is also being made to form a group among members of Parliament, 
of whom about 200 are said to be interested ; an approach is to 
be made to the Chancellor in the hope that discussion will lead 
to a permanent solution. 

Some steps will have to be taken. This year’s expedient of 
extending “sale or return” agreements may carry the matter over 
until the coming Budget, though the possibility that the Customs 
and Excise might ask for its use in this manner to be made 
illegal cannot be ruled out. It has, however, the appearance of 
a desperate remedy ; it is a clumsy device which strains confi- 
dence between supplier and retailer. It puts on the manufacturer 
the retailer's burden of risk-taking for which he never reckoned 
to be responsible, and on the retailer an ad™inistrative burden 
which grows in proportion to the variety of his trade. 


Shorter Notes 


Lord Pakenham, Minister of Civi] Aviation, said in the Lords 
this week that the three state air corporations have been required 
by the Ministry to reduce their combined losses to £5,500,000 in 
1949-50. (The 1948-49 deficit 1s expected to total £9,000,000.) 
To keep within the recommended figure they are advised to 
increase capacity by about a third and reduce costs by about a 
fifth during the year, bringing their revenue up to £27,500,000 
and their expenditure down to about £33,000,000. 

* 


Although the motor industry is still working to only two-thirds 
capacity (its capacity is one-third greater than before the war) its 
exports of cars, commercial vehicles and agricultural tractors 
reached a total of £146,000,c00 during 1948. The number of 
vehicles exported, 365,068 altogether, was the highest for any 
coumtry, even exceeding the figure for the United States. This 
teflects dollar stringency and the growing importance of low run- 
hing costs. 

Australia was again the largest buyer ; the United States was 
second and South Africa third. 


* 


During the debate in the House of Commons on the increase 
of commercial guarantees by the Export Credits Guarantees 
Department of the Board of Trade from £300 million to 

00 million Mr Harold Wilson enlarged on the purposes tc which 
he commercial guarantees would be put, as well as the increased 

special” guarantees which have been raised from £60 million to 
£100 million. In addition to guaranteeing straightforward export 
credits it will be possible to insure risks of British exporters estab- 

Mg agencies overseas or, for instance, the overseas work of 
the civil engineering industry. A sum of £15 million is set aside 

fe-exports, £15 million for “other matters concerned with 
export trade” and £30, million for external trade. Earnings 
from technical and consultant services will also become insurable. 
Special guarantees will in particular be applied to transactions of 
a less commercial character. 
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Statement of Accounts—3l1st December, 1948. 


LIABILITIES 
1948 1947 

Paid-up Capital ........... sees £1,300,000 £1,300,000 
Reserve Fund .....60..0.0825 2,200,000 2,200,000 
Current, Deposit and other 

POURS on acnscsgree eee 102,048,453 90,595,828 
Acceptances and Engage- 

IEE onsncocreccree ees ohs 3,046,537 2,394,022 
Notes in Circulation ......... 7,325,168 7,424,130 








ASSETS 
Coin, Notes and Balances 







with Bank of England ... 9,408,315 8,454,017 
Balances with, and cheques 
on other Banks ............ 18,202,981 13,580,906 
Money at Call and Short 
Notice ......... A = 5,855,600 5,005,600 
Bills Discounted ............+ 16,301 18,162 
Treasury Deposit Receipts... 10,000,000 10,000,000 
IEIAIIES. .- .cvsvegpnemdommcs 50,783,830 48,743,971 
‘Advances to Customers and 
other Accounts ............ 18,285,978 15,393,660 
Bank Premises and other 
DORECHOS:,.......ceseenneavec 554,373 561,749 
Liability of Customers for 
Acceptances and Engage- 
aia die ipmeciinsn denen 3,046,537 2,394,022 













HEAD OFFICE: 30 St. Vincent Place, Glasgow. 


LONDON OFFICES : 
City Office ; 30 Lombard Street, E.C.3. 
Piccadilly Circus Branch 31 Regent Street, S.W.1. 
Victoria Branch cee Palace Rd., 


BRANCHES THROUGHOUT SCOTLAND. 
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COMPANY MEETINGS 


THE CLYDESDALE BANK LIMITED 
RECORD FIGURES 
SIR HAROLD YARROW ON SCOTTISH INDUSTRY 


The one hundred and eleventh general 
meeting of shareholders of The Clydesdale 
Bank Limited was he'd in the head office, St. 
Vincent Place, Glasgow, on the 2nd instant. 

Sir Harold E. Yarrow, Bt., C.B.E., the 
chairman, in the course of his speech, said: — 

I am sure you share with me a feeling of 
satisfaction in the substantial increase dis- 
closed under each important item of the 
balance sheet, resulting in a record total of 
£116,153,915 and showing an increase over 
the previous year of £12 million. This ex- 
pansion arises mainly from the growth in our 
deposits, which are higher than last year 
by over £11 million and now stand at 
£ 102,048,453. 

In employing the funds entrusted to us, 
we have continued our policy of maintaining 
a high degree of liquidity in the distribution 
of our assets, and you will see that the first 
five items on that side of the balance sheet, 
representing cash, balances with other banks, 
money at call and short notice, bills and 
treasury deposit receipts, aggregate over £43 
million and are equivalent to practically 40 
per cent. of our deposits and notes in circu- 
lation, Of the remainder, £50,783,830 is held 
in the form of investments consisting princi- 
pally of British Government securities with 
carefully selected maturity dates, and the 
market value is again considerably in excess 
of the balance sheet figures. 


GROWTH OF ADVANCES 


You will notice that the amount of 
£18,285,978 for advances to customers is 
nearly £3 million more than at the end of 
1947, and although this total is a record in 
the history of the bank its ratio to deposits 
is only about 18 per cent., as compared with 
36 per cent. in the last prewar year. We 
therefore find ourselves in a strong position 
to meet the financial requirements of the 
business and agricultural communities, and 
all applications of this character receive full 
and sympathetic consideration. 

Acceptances and engagements on account 
of customers at £3,046,537 is £652,515 
higher than last year. The turnover under 
this heading for 1948 recorded a marked ex- 
pansion, indicative of the important widening 
service the bank is rendering in the promo- 
tion of Scottish overseas trading. Your dir- 
ectors are anxious that the bank should give 
the utmost assistance in this vital phase of 
the country’s activities. The specialist staff 
at our foreign branch in Glasgow and at our 
London office are always available to place 
at the disposal of clients their intimate know- 
ledge of the intricacies of foreign exchange 
regulations. 

Alongside the larger income derived from 
our increased resources, we have had to set 
a further upward movement in general ex- 
penises. The final result is a modest rise of 
about £4,000 in our profit figure at £270,050. 
The directors recommend a dividend of 16 
per cent. per annum, less tax. 


INDUSTRIAL ACTIVITY 


The past year has been on the whole a 
riod of rising activity in most of our estab- 
ished industries, and the figures for our ex- 
rt drive have recorded a steady increase. 
‘he generous American help in the form of 
Marshall Aid is allowing us a much-needed 
breathing space until 1952, In many quarters 
it is not yet fully appreciated that this assis- 
tance is a. temporary measure, and that we 
must plan to stand on our own feet before 
the passage of time has run against us. 

The Government’s experience of nationali- 
sation of coal and railways and the state 
ownership of airlines does not redound to 
their credit im the realm of business, and the 
losses which each of these nationalised under- 

7. 


takings has incurred are disquieting. One 
would have thought that common prudence 
would have deterred them from embarking 
on the nationalisation of iron and steel. This 
measure, if. it becomes law, will result in ten 
Scottish companies being transferred to state 
ownership. Viewed dispassionately, there 
seems no valid argument for the nationalisa- 
tion of iron and steel, as few industries can 
produce a better record of adaptability and 
willingness to adopt the most up-to-date 
methods of production. 


“A HEARTENING PICTURE” 


The performance of agriculture in Scot- 
land over the past year presents a heartening 
picture. Indeed, so wholeheartedly did Scot- 
tish farmers respond to the voluntary target 
acreages set by their reSpective Regional 
Executive Committees that cropping direc- 
tions for 1949, as imposed in England and 
Wales, proved unnecessary. Unfortunately, 
owing to inclement weather, the expected 
bumper harvest did not materialise, but the 
farming community worked long and hard 
under most tantalising conditions and per- 
formed a first-class job in harvesting a 
severely rain- and gale-battered crop; the 
operation was both protracted and costly, 
but largely by their efforts yields of both 
grain and root crops were above average. 

The most encouraging feature of all, how- 
ever, has been the substantial increase in live- 
stock numbers, indicating that the Scottish 
farmer is once again returning to his tradi- 
tional farming technique and making good 
the war-time depletion of livestock. It is 
satisfactory to note the enhanced reputation 
of our great beef-breeding and dairying pedi- 
gree stocks. Year after year, foreign 
breeders return to Scotland to compete for 
animals of supreme quality in bloodline and 
character. Large numbers are exported an- 
nually, many of them to hard currency coun- 
tries, and I would like to pay special tribute 
to our stock-breeders. 


EXTENSION OF FARMING CONNECTIONS 


It is a source of satisfaction that we, as a 
bank, are extending our farming connections. 
It is noticeable that increased overdraft faci- 
lities are necessary to finance the purchase 
of stock at present high figures, and especially 
in the change over to T.T. dairy herds. We 
look forward to a further increase in our 
long-established connections with this essen- 
tial branch of our national economy. 

It may seem that the housing shortage is 
outside the scope of these remarks, but I con- 
sider this .s one of the most vital problems 
of today, for it is a prime essential in happy 
family life, upon which the prosperity of the 
nation depends. Without a suitable home for 
his wife and children, it is unreasonable to 
expect any man to give of his best, and in 
these times when the movement of labour is 
essential the lack of houses is a decided deter- 
rent. Credit must be given for the efforts 
already made to alleviate the position, but the 
problem is still a long way from solution, 
and it is time the Government gave more 
opportunity to private enterprise to get on 
with the job of building houses. 

The year on which we are now embarked 
and those immediately ahead cannot be other 
than difficult, but I am confident that we 
have the capecity to emerge with our trade 
and industry unimpaired. To do this will 
mean increased output from everyone; it 
will mean modern equipment being made 
available for our home industries; and it will 
involve some lightening of the tax burden 
coupled with progressive freedom from Gov- 
ernment restrictions and a reduction in Goy- 
ernment spending. 

The report was adopted. 
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ASSOCIATED MOTOR CYCLES 
LIMITED 


DIVIDENDS AND WAGES 


The twentieth annual genera! meet 
of Associated Motor Cycles, Limited, was 
held on the 3lst ultimo in London. 

Mr S. R. Hogg, D.S.0.,. M.C., FCA 
(the chairman), said that the trading profits 
of the parent company for the year under 
review amounted to {£298,434 compared 
with £278,605 for the previous year, an 
improvement of £19,829. The total avail- 
able profit of the company and its subsidig- 
ries was £348,790. The directors recom. 
mended a final dividend of 5 per cent. and 
a bonus of 7} per cent., making a total of 
17} per cent., less tax, for the year, the 
same rate as for the preceding year. 

The board had given an undertaking to 
the Chancellor of the Exchequer not to re- 
commend an increased dividend on the 
distinct understanding and, in fact, repre- 
sentation, that in the proper and laudable 
effort to stop the spiral of rising prices both 
payments to shareholders by way of divie 
dends and payments to labour by way of 
wages should be stabilised. A very high 
proportion of companies had fallen in with 
the Government’s wishes and_ restricted 
their dividends. 

He would content himself by recording 
that the Government had taken no effective 
steps at all to encourage throughout the 
country the stabilisation of wages. As 4 
result, the trend of costs had continued to 
rise and the neglect to stabilise wages must 
have an adverse effect upon the Govern- 
ment’s own policy of increasing export 
trade. 


DEPRECIATION AND AMORTISATION 


The total assets of the group were shown 
at £1,206,539. Share capital, capital re- 
serves, revenue reserves and undistributed 
profits came to £573,401, an increase of 
£102,238. The actual amount of capital 
employed in the undertaking was greatly in 
excess of that figure of £573,401. The book 
value of fixed assets after depreciation was 
shown at £159,117. The company had 
always adopted a conservative policy as 
regarded depreciation and amortisation and 
that figure was, therefore, already well 
written down, but on a basis of current 
costs of replacing those assets, which must 
be at least 100 per cent. higher, the 
value was clearly very much greater 
than that figure. Over a period of years, 
approximately the life of the fixed assets, 
sufficient moneys must be available out of 
profits to maintain the assets in the most 
modern and efficient form possible. 

For purposes of computing tax liabilities 
the allowance for depreciation of fixed assets 
was calculated by reference to cost—in 
most cases a figure of prewar origin, 
although replacement cost was at least 100 
per cent. higher. Profits were thus ovet- 
stated for tax and tax was paid on an 
amount described as income, which should 
in fact be retained in the business as a fund 
towards the inflated cost of replacement of 
the assets being utilised in earning thos 
profits. ‘Fhe whole question of the cost of 
plant replacement was one of the greatest 
problems facing industry today. 

They had continued to maintain the hi 
reputation of their Matchless and AJJ.5. 
motorcycles by active competition i 
reliability trials, scrambles and races. Pet- 
haps the most outstanding success 
been achieved when they sent one 
A.J.S. racing machines to the Montlhety 
Racing Track near Paris and succeeded im 
recapturing for Great Britain no fewer than 
18 world records which had been in foreiga 
hands since before the war. They 
look forward to the future with confidence 
so long as the home market was kept active 
by a reasonable petrol ration and export 
markets were not closed against them. 

The report was adopted. 
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THE ECONOMIS?, February 5, 1949 


OROVILLE DREDGING 
COMPANY, LIMITED 


The annual general meeting of the Oroville 
Dredging Company Limited, was held on 
28th ultimo, in London, Mr Robert Annan 
presiding. 

The following is an extract from the chair- 
man’s statement circulated with the report 
and accounts for the year to 30th September, 
1948: 


Profits this year benefited by items of an 
exceptional nature and suffered when com- 
with the previous year, by a drop in 
dividends from our large holdings in Pato 
Consolidated Gold Dredging, Limited, and 
by a reduction in interest received. The 
consolidated profit is up by approximately 
£18,100 after tax compared with the previous 
year. 


PATO CONSOLIDATED 


In Colombia the strike at Pato Consolidated 
had its effect on the year’s operations. Under 
the circumstances, the results of operations 
for the year to 30th April, 1948, can be con- 
sidered as satisfactory. For the six months to 
31st October, 1948, a total of 8,096,000 yards 
of gravel were handled for a recovery equiva- 
lent to $1,304,835 with gold at $35 an ounce, 
or 16.12 cents per yard. Better values are in- 
dicated ahead. A further dividend of 15 cents 
a share has been received in December, 1948. 
This compares with a dividend of 20 cents a 
share paid in December, 1947. 


ASNAZU AND BULOLO 


The operating results of Asnazu Gold 
Dredging, Limited, were not quite so good as 
the previous year, but a dividend of 5 cents 
a share, the first to be declared since 1945, 
has recently been paid. Bulolo Gold Dredg- 
ing Limited, has re-entered the dividend list 
by their recent declaration of a dividend of a 
dollar per share in respect of the earnings to 
31st May, 1948. The Bulolo directors propose 
to resume payment of half-yearly dividends. 

Oroville and its subsidiary are in a 
good financial position. Government regu- 
lations of which you are probably well 


complete restraint on any search for new busi- 
ness of a suitable kind. In the meantime, we 
are receiving good returns on the Pato Con- 
solidated shares, although it may well be that 
in the current financial year the reduced divi- 
cend so far received indicates a lower total 
for the year than last year. The effect of a 
presumed reduction in this direction has al- 
ready been lessened by the dividend of $1 a 
share from Bulolo and the 5 cents a share on 
our large holding in Asnazu, so that we may 
reasonably look forward this year to at least 
a maintenance of dividend income. 


The report was adopted. 


RADIO RENTALS, LIMITED 


RECORD FIGURES 





MR H, F. HUNT’S REVIEW 


The twelfth annual general meeting of 
Radio Rentals, Limited, was held, on the 28th 
ultimo, in London, Mr H. F. Hunt, the chair- 
man, presiding. 

a chairman, in the course of his speech, 
said : — 

It is a great pleasure to be able to present 
again such record figures. Our net profit is 
£109,619, which is an increase of 60 per cent. 
over the previous year, and after providing 
for taxation on these profits, £89,244 is avail- 
able, as compared with £51,355 last year. 
We propose to add £20,000 to our reserve 
for radio sets replacements and contingen- 
cies, to bring this up to £75,000 and in addi- 
tion to create a new development reserve 
with an appropriation of £25,000. 

Radio Rentals have had a most successful 
year, far in advance of anything previously 
achieved. A record number of new sub- 
scribers has been secured and record profits 
have been earned during a year of admitted 
difficulty when for at least half the period 
radio has been a buyers’ market and the 
keenest competition has been displayed. I 
take this to be a clear endorsement of our 
claim that Radio Rentals offer~the most 
economic service that the radio listener can 
obtain today. 

We are now operating with assets exceed- 
ing a million pounds in book value, their 
market value being undoubtedly much 
greater. As to the future, our attitude is one 
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trade is now highly competitive and we shall 
remain fully alive to that fact. On the other 
hand, during the four months of the current 
trading year which have elapsed, our results 
have surpassed those of the similar period 
for last year. 

The report was adopted. 





APEX (TRINIDAD) OILFIELDS, 
. LIMITED 


INCREASING COSTS 


The 29th annual ordinary general meeting 
of Apex (Trinidad) Oilfields Limited, was 
held on 26th ultimo in London. 


Mr Malcolm Maclachlan (chairman and 
joint managing director) said that the net 
profit amounted to £330,000 and the directors 
recommended a final dividend of ls. free of 
income tax per 5s, unit of stock, making a 
total dividend for the year of ls. 6d. free of 
income tax per unit of stock. 


The production for the year amounted to 
3,110,000 barrels of crude oil and 3,266,000 
gallons of casing head gasolene; deliveries of 
approximately these amounts had been made 
to the refineries. 


The whole cost of wells drilled during the 
year had been charged to oil revenue. Up to 
date 96 per cent. of the cost of all the 
wells had been amortised. 


The company continued to sell its crude 
oil to Trinidad Leaseholds Limited. The 
terms of a new agreement with Trinidad 
Leaseholds for a further period of years had 
been settled. The company would in future 
receive payment for its crude oil on a basis 
more directly related to United States posted 
prices for crude oil. 


The question of costs was one which en- 
gaged the company’s constant attention. Al- 
though there had been no appreciable change 
in the scale of its operations the tota! ex- 
per.diture for the year under review had been 

ractically d@uble that of the year 1938/39. 

‘hile expenditure on this scale could be 
carried during a period of high revenue it 
would be appreciated that once a high cost 
structure had been built up it was not easily 
reduced in the event of a recession in revenue. 


The report was adopted. 





probation, period of service not less than 


aware, however, continue to exercise almost of cautious but quiet confidence. The radio 

NOTICES completion of two. years’ 
GOLD COAST COGOA MARKETING BOARD age of 38. 

Applications are invited for the position of General Manager of the 


Board for service in the Gold Coast with headquarters at Accra. Candi- 
dates, who should be between the ages of 35 and 45, must possess 
sound organising ability, wide commercial experience in a managerial 
post and be thoroughly conversant with the purchasing, finance and 
export of produce (preferably tropical produce). 

lary £2,000 per annum, inclusive of expatriation pay to suitably 
experienced person, Free first-class passages for officer and wife, 
generous leave terms, free medical attention, housing accommodation 
Provided, contributory provident scheme. 
Apply immediately by air mail, giving full personal particulars, 
together with qualifications and experience, to the Chairman, Gold 
east Cocoa Marketing Board, P.O. Box 933, Accra, Gold Coast, Inter- 
Views will be arranged to take place in London, Applications for the 
post as previously advertised should submit fresh applications, 


SUDAN GOVERNMENT 


The FINANCE DEPARTMENT requires qualified accountants, aged 
to 45, to fill posts on the Financial Secretary's General List for 
executive duties in the Finance Department or supervision of accounts 
of another department or audit work. Candidates should be either 
rtered or Incorporated Accountants, or Associates of the Institute 
of Municipal Treasurers and Accountants or of the Certified and 
tporate Accountants. Costing experience an added qualification in 
one case, extensive taxation experience in another. 
Appointment will be in one or other of the following contracts: (i) 
( ort Term Contract with a salary range of £E£900 to £1,200 
fEl=£1 0s. 6d.) plus Cost of Living Allowance at rate in force, Starting 
fixed according to age, qualifications and experience. Contract 
provides for an initial probationary period of two years on satisfactory 
i letion of which a further period up to four years may be agreed. 
ni ng Term Contract in Scale D.1 under which salary scale applicable 
Mee czent appointment is £E660-720-780-S52-936, all increases being 
nnial except the last which is available after three years at £852, 
“m4 Cost of Living Allowance. Subject to satisfactory completion of 
= years probation, contractual period envisaged ranges between 10 
poh years, on completion of which candidate qualifies for gratuity 
om sane between £E.3000 and £65,500, This gratuity is alse payable 
conte tion of post or replacement by Sudanese before completion of 
actual period, Special gratuities in the event of discharge on 
Fond i grounds before completion of contractual period. (iti) Provident 
ae ntract with salary seale £K770-840-920-1,000-1,100, all increases 
£E1 000 nial except the tust which is available after three years at 
WW, Cost of Living Allowance payable. Subject to. satisfactory 





seven years or such longer period as will bring selected candidate to 
Candidate contributes to Provident Fund at 74 per cent of 
salary and receives on completion of period a Government contribution 
equivalent to his own contribution plus interest. In all above cases, 
starting rate would be determined according to age, qualifications and 
experience. There are prospects for prprection to posts carrying higher 
scales of pay. A Cost Living Allowance from f£E180 to £390 per 
annum according to number of dependants is at present payable. There 
is at present NO INCOME TAX in the Sudan. Free passage on appoint- 
meént. Strict medical examination. Application form and further 
particulars obtainable from Sudan Agent in London, Wellington House, 
Buckingham Gate, London, 8.W.1. Please mark envelopes ** Accountant 
—F'S.”’ 
CHIEF EXECUTIVE OFFICER 

A vacancy for a chief executive officer of the Institute of Personnel 
Management. Post will carry full responsibility to Council for all 
Institute activities with four figure cone See to eee 
and experience of successful applicant. Sound experience in personnel 
management essential. Apply for full terms of reference to Box No 
C.E., Institute of Personnel Management, 70, Old Broad Street, London, 
E.C.2., 


ENERAL MANAGER required by large engineering group for 

electro-mechanical products division. Applicants must possess all 
following qualities. First class and proved executive temperament. 
Knowledge of electrical science. Intimate experience of light precision 
engineering production methods and organisation. A virile commercial 
outlook. Successful candidate would serve probationary peried as 
Assistant General Manager. Starting salary £2,250 plis expense 
allowance and bonus scheme. Contributery pension. Strictest confalence 
observed. Only men of highest talent and first-class qualifications 
should apply to Chairman, Box E.C. 178 at 191, Gresham House, E.C.2. 


TIXUTORING by Oxford graduate, London, in Economies, statistics, 
; some moral philosophy, politics. Reasonable terms.—-Box 50. 


FhCONOMISTS —3/9/45-15/6/46 for sale. Offers. ‘Phone ADV. 1876. 
4 


NCREASE YOUR INCOME. Purchase an Annuity practically free of 
I Income Tax for 15-20 years. In most cases, no loss of capital in 
the event of premature death. Best terms. Apply—stating date of 
birth—to: Brewer and Leslie Limited, Incorporated Insurance Brokers, 
3. St. James's Place. St. James's, S.W.1. 


FURST Class Guest House, Continental and English cuisine, special 
. diets. Mrs. H. Newisan, 28, Lillington Road, Leaminkton Spa. 
Phone. 2148. 
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Investment Statistics 


Company Notes 


Byiock Electric.—The preliminary state- 
ment of Bylock Electric for the year ended 
July 31, 1948, shows a loss of £12,162 after 
directors’ fees and depreciation, but before 
taxation. Income tax recoverable will amount 
to £4,868. Profit before tax for 1946-47 was 
£386,330. In June, 1947, 200,000 1s. ordinary 
shares were offered to the public at 30s. per 
share. The latest price is 4s. 3d. per share. 


Hadfields.—The net profit of Hadfields, 
Ltd., for the nine months to September 30, 
1948, as given in the preliminary statement, 
was £147,511, compared with £142,279 for 
the previous twelve months. The final divi- 
dend recommended is 8 per cent, making 13 
per cent for the nine months period, com- 
pared with 174 per cent for the full year to 
December 31, 1947. Group profit for which 
no comparative figure has been given 
amounted to £185,733 for nine months. 


irrawaddy Fiotilia.—A report is expected 
soon from the commission set up in Rangoon 
to determine the value of the nationalised 
Irrawaddy Flotilla Company. A claim has 
been staked by the company for compensa- 
tion of £1,524,550, but the Burmese offer so 
far amounts to only £203,699. 


Jute Industries. — Preliminary results 
announced by Jute Industries, Ltd., reveal 
profit after taxation for the year to Septem- 
ber 30, 1948, to be £382,369, against 
£236,023. Group profit was £396,079 for the 
past year; no comparative figure has been 
provided. The dividend is maintained at 8 
per cent. 

London Aiuminium.—The profit of 
London Aluminium, Ltd., for the year ended 
December 31, 1948, amounted to £270,413, 
compared with £297,375 in the previous year, 
according to the preliminary profit statement. 
A final dividend of 70 per cent is to be paid, 
making 100 per cent for the year, the same as 
for 1947. 


Standard Motors.—A recent reduction in 
output of Ferguson Tractors at the Coventry 
works of Standard Motors is attributed by the 
company to the shortage of sterling of im- 
porting countries 





Capital Issues 


PRIVATE ISSUE 

South Staffordshire Waterworks.—The 
issue has been arranged of £476,000 per- 
manent 34 per cent debenture stock. Sub- 
ject to a quotaticn being granted on the 
London Stock Exchange the steck has been 
subscribed for at £1034 per cent. The 
stock capital of South Staffordshire Water- 
works is £3,298,060 in £1,417,985 preference 
stock and £1,313,744 in ordinary stock. Loan 
capital outstanding is £1,632,680 in £626,969 
permanent 4 per cent debenture stock, 
£500,000 in permanent 5 per cent debenture 
stock, and £476,000 in permanent 35 per 
cent debenture stock (subject of the issue). 
Stock and loan capital net premiums, 
£596,042. The new stock is a full trustee 
security. 


FORTHCOMING ISSUES 


Ceorge Kent (industrial instrument 
makers).—An issue is to be made shortly of 
360,175 cumulative 4} per cent £1 prefer- 
ence shares at par and 285,700 10s. ordinary 
shares at 14s. per share. Capital consists of 
£193,722 in cumulative 44 per cent £1 pre- 
ference stock and £153,897 in 10s. ordinary 
stock. Loan capital £200,960 in 44 per cent 
debenture stock. The consolidated profit for 
the year to March 31, 1948, was £195,523. A 
10 per cent dividend was paid. 


Joshua ‘Tetley (brewers).—Ordinary 
shareholders are to be offered 150,000 £1 
ordinary shares at 64s. per share. In addi- 
tion the company has issued £100,000 each 
of its cumulative 5 per cent £1 preference 
shares and 34 per cent debenture stock. The 
portion of the preference issue available in 
the market was placed at 26s. 6d. per share, 
and the debenture stock at £102 per cent. 


ISSUE TO SHAREHOLDERS 
British Nylon Spinners.—The authorised 
capital of British Nylon Spinners has been 
increased from £6,000,000 to £8,000,000. An 
issue of £2,000,000 ordinary shares is 
to be made to Courtaylds and Imperial 
Chemical Industries. The two companies 

jointly own British Nylon Spinners. 


Rover. — Shareholders registered on 
January 28 are to be offered 535,144 8s. 


ordinary shares in the proportion of one'ney 
share for every three ordimary shares 
The subscription price remains to be 
mined but Treasury consent for the j 
has been obtained conditional upon the price 
of the new shares not being less than 2 
per share. The proposed issue awaits share. 
holders sanction, 


Madeley Collieries.—Court sanction has 
been refused to reduce the capital of Made 
Collieries. Application had been made one 
year ago to reduce the capital of £30000 
by a repayment of 10s. per share to preference 
shareholders to absorb £87,500, while pre. 
ference shareholders would retain their right 
to dividends in arrear. 


McNamara.—The company’s road tran. 
port interests having been disposed of to the 
British Transport Commission, shareholders 
registered on February 14 are to receive q 
payment of 25s. per 12s. stock unit held, 


United Dominions Trust.—By th 
acquisition of Old Bread Securities, United 
Dominions Trust has further widened its 
interests. The entire capital of £10000 
has been acquired. Old Broad Street Securi- 
ties, while in recent years operating mainly 
as an investment trust, is a member of the 
Issuing House Association. 


New Issue Prices 


} Tssue Price, 
Name Price Feb. 2, 
a ee (a 1949 
Australia, 3% 1972-74 ........... 100 | 100j—10 
Austin Motors, new (10/- paid)..... | 25/0 | 18/0—18/ 
Beales Assoc Cos., 4/- ‘ esses 14/0* 14/0—14/3 
Bentall (E. H.), 5° Cum. Pref...... | 21/0 | 20/9213 
Broadcast Relay, Deb.......:..... | 100 96}—97} 
Bachanan 6% Pref... .......5-ceens |} 32/0* 31/9—32/4 
Calor Gas (Holdings), 5/-.......... | 20/6" 20/0—20/6 
Crofts Engineers (lloldings), 5/-.... | 20/0* 23/9+244 
Do.. - 5% Cum: Pref... o.s0 ccs oes | 22/0 25/3—-26/9 
eeeetGn, A" CORE. . vy. oe tens weg | 24/0* 22/0—25/0 
Do. 6% Cum. Pref. 24/0* 23/0--24 


Do. 44%, Unsec. Notes, 54'54-68 | 1004" 101102 
Lipton, 4%, Pref ... | 20/6 20/44-—20/4 


Melias & Pritchard, 4/-............ | 17/0 16/4)-18/10} 
Do. -6b%:]Ist Pref.>. . . ais» dssas 23/0 24/14—-24/4} 
Spurling Motor Bodies............ | 20/9 2/0—22/6 
Teacher, 10/- ee leceeesee | 15/9* 18/10$-19/7 
Db: 44% Peels 654 RR | 22/0a 25/44—23/6 
“ The Adelphi ” il .. | 32/9* 34/3—36/3 


Do. 4}°% Cum. Pref. . eeecee 21/7h* 21/9—22f3 


(a) To publi * Placing. t Introduction. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Carreras; Red Lester; Boulton and Paul; J. Samuel White ; Hammonds United Breweries; 
William Timpson; Associated Motor Cycles ; Jute Industries. 
























































Prices, : | : Prices i - . 
s 1 | Price, | Price, | , . i Last Two Price | Price, | Viel, 
Year 1949 i 1 Year 9 | . » To | , ; 

Jan. 1 to Feb. 2 i} Name of Security Jan. 26, go a. | Feb. yan pig wd 3 Dividends Name of Security Jan. 26, 7. 2 — 

High | Low i (n) 1949 High | Low (a) (hb) fe) al i 
British Funds | is a. é Ss. d. ' ’ a 
100 100} (‘War Bonds 24% August 1, 1949-51’ 100§ 100% oad r2*4 . | 1. °° % 2 Other Securities i | fad 
iol 100} Exchequer Bonds 1#% Feb.,15, 1950)! 100% | 100) | 0 10 0/1 5 2 1054 1033 i @ | @ Australia 34%, 1965-69, .... | 104 i 304 | 2 18 % 
1021} | 102% | War Bonds 24% March 1, 1951-53./| 102 | 1024 | 0 7 7/1 9 Oe] 102% | 101g || (@ | (@) | Birmingham'23% 1955-57._| 101 | ‘lol | 212 & 
103} | 102% | War Bonds 2}° March 1, 1952-54./102%xd! 1024xd 0 10 5 | 112 le bh | | 5% || 80 | 80 © | Angiw-American Corp., 10;-.| 5g | = 58 | 4138 
103 103i (‘War Loan 34% (after Dec. 1, 1952)/| 105% | 1034 '1 0 7/213 0 Se RH 25 b| § @! Anglo-Iranian Oil, ste | 94 | Ses 
1038 | 102% War Bonds 24% Aug. 15, 1954-56.|/102#xd) 102jxd 017 2; 119 2e}| 80/3| 78/3 || 10 b| 5 @\\Assoc. Electrical, Ord. £1. . 4} g0/- | 79/6 | 315 6 
103% | 1026 Funding 23% June 15, 1952-57... .)) 103 | 103) | 1 2 01:2 6 9 82/3 | 77/10}|| 15 ¢} 15 ¢) Assoc. Port.Cem.,Ord.Stk.f1j) 81/6 | 81/6 | 513 
105 | 104% |\National Def. 3% July 15, 1954-58 105 | 1056 | 1 1 9/2 8 312] 33/10} 32/3) 40 c| 40 © \AustinMotor,"A'Ord.Stk.5/-| 33-9 | 33/1} |6 09 
106) | 105} | War Loan 3% Oct. 15, 1955-59....|' 106% | 106 | 1 1210/2 8.41/} 80/3} 77/-)) 7 6| 7 @|\Barclays Bank, Ord. B’ £1,|| 78/-xd) 79/- | 3100 
10448 | 1034 | Savings Bonds 3% Aug. 15, 1955-65!103f¢xd\l03xd) 2 8 5 | 2 14 10/ | 2181/3 | 173/9 || 112}@| $124 Bass Ratcliff, Ord. £2...... | 180/- | 181/3 | 215 3 
102 101g Funding 24% April 15, 1956-61....|| 1024 | 102% {1 3 11/2 6 lo! 5% | Se} 12.6] 8 @ British Oxygen, Ord. fi 5k | 55 | 3189 
104% | 104 = Punding 3% April 15, 1959-69.....!| 1048 | 104% 1 8 4/215 31] 38/9) 38/- || aj 5 6 |\Courtaulds, Ord. {1 ....." |) 38/3 | 33/6 | 317 
1149 | 114 ||Fonding 4% May 1, 1960-90...... | 114% | 1148 017 8) 212 Oe} 30/- | 29/- |} one 7$@ | Distillers Co., Ord. 4/-.....1 29/3 29/1; | 315 6 
103 1024 | Savings Bonds 3% -— 1, 1960-70)} 102§xd) 102)xd, 110 2/216 8/ | 33/10$| 33/- i 8 ¢ 8 ¢|\Dorman Long, Ord. {1.....\| 33/6 33/6 | 415 6 
99%5 | 98% | Savings Bonds 2}% May 1, 1964-67) 99 99% | 2 8 10} 2 11 10) | 76/10); 75/- |) 15 ¢} 15 €) Dunlop Rubber, Ord. (1... 76/6 | 76/3 | 3188 
116f | 114# 'Victory Bonds 4% Sept. 1, 1920-76) 115yxd) 115ixd) 1 2 7/214 11°] 49/45) 47/6 | 7 bi 3. a |Imp.Chem. Ind.,Ord. Stk.{i| 48/6 avs | 443 
103% | 101} ‘Savings Bonds 3%, Aug. 15, le | 102xd | 102)xd) 211 0/227 TH] 6h | 5% || 196] 13ha/ Imperial Tobacco, f1......!| Sf 6 (510 0 
109% | 1 \Consols 4% {after Feb. 1, 1957)... .||10944xd) 10 ;o01l9 4 213 Tf} 47/3 45/- |} 10 €}| 10 €|\Lancs. Cotton, Ord. Stk. {li 45/9 45/9 | 475 
107§ | 106% ||Conversion 34% (after Apr. 1, 1s) 10 107k | 1 6 9/218 2f) 51/6 | 49/4) || 10 c| 10 | Lever & Unilever, Ord. fi-.| so/- | so/- |4 08 
81h | 79% | Treas. Stk. 24% (after Apr. 1, 1975)/ 79H | 802 | 114 3/3 2 7f] 61/6) 53/6 || 12f¢] 10 @ \London Brick, Ord. Stk {1 60/3 | 59/6xd 4 4 % 
100% | 98% Treas. Stk. 3% (after Apr. 5, 1966). 99% | 100 | 113°213 0 771 53/6! 51/9 Sim Tha |'P’chin J’nson, Ord. Stk. 10/41 52/6 | 52/6 | 415 3 
102f | 100 Redemp. Stk. 5% Oct. 1, 1986-96..|, 102 | 102 | 1 1230] 2.18201] 52/3| 51/- || 12 ¢| 12 @ ||P. & O., Det. Stk. G1... .. | 516 | Si/- | 410) 
Gl) | 9% [Consols 25% ..............,..... ! 80 Blk (1S 11) 3 1 OFT 32 S14 74% ¢ |t77}, ¢ Prudential, ‘A’ {1......... | 32 32 |2 8 
103 | 102% Brit. Elec. 3% Gtd. April 1, 1968-73) 1024 | 103, (110 6) 217 Ti} 57/9! 56/7!) 12he! 1bbe ‘Stewarts & Lloyds, Def. fi) s7/- | 57/9 1467 
102 101} | Brit. Elec. 3%, Gtd. Mar. 15, 1974-77), 101 } 102 11) 4/218 3! 78/9! TL/MOH) 6f2ha} +5 6 “Shell” Transpt., Ord. Stk fil 15/- 75/- 12 0 
101g | 100) | Brit. Trans. 3% Gtd. July 1, 1978-88), 100 Olt | 112 3)219 21] 6 6 1 12} Tube Invst., Ord. Stk. {1 6 ey | 3196 
103} | 102% |'Brit. Trans. 3%, Gtd. April 1, 1968-73)| 102 1 i ast 34. | Turner & Newall, Ord.Stk.{1)|  85/- 86/- | 3 99 
ton On stocks optionally or Bally ne 83/6 55 @| Woolworth (F. W.), Ord §/-|| 82/6xd! 63/3 | 4 51 

are worked out on the assumption that they wil! be repaid at the earliest date. Redemption | , RCE oe Es 


yields on other dated stocks assume that 
ai 


) Stocks paying over 
the egrliest date (these are marked ‘e’), and those paying 3 per cent or less will be repaid 
at the latest date (marked 1). (#) Net yields are calculated after allowing for tax at 
9s. in the { (f) Flat yield. * Assumed average life 15 years 6 months. 











(a) loterim. (6) Final. 


1 Free of tax. 














(<) Whole year. (a) Int. paid hall-yearly. {e) To earliest 


redemption date. (i) To latest redemption date (m)i 15 months. Yield basis 25% 
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REVENUE 
Income Tax 
Sur-tax ... 
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Stamps.....- 
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Excise ...... 
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JHE ECONOMIST, February 5, 1949 


Statistical Summary 


GOVERNMENT RETURNS 


For the weck ended January 29, 1949, 


. total ordimary revenue was £159,428,000, 


against ordinary expenditure of 469,309,000 
and issues to sinking funds nil. Thus, 
induding sinking fund allocations of 
{13,069,000, the surplus accrued since Aprih 
jst is {617,601,927 against {572,121,000 for 


the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 























Receipts into the 
Exchequer 
(¢ thousand) 


Esti- aT Act — 
April | April | 
Revenue Ly’ ” , Week | Week 
1948 to | to jended ended 
Jan. Jan. Jan. | Jan 
31, 29, 
1948 1949 


REVENUE 





Yncome Tax...... 130915 69,085 75,279 
Gur-tax .......-- 90,00 5,200 5,900 
Fstate, etc., Duties 160,000 4,100 4,450 
Stamps........ 55,0 44,780 46,413) 2,100 1,000 





29,120: 160,68 1,100 4,300 
214,268 73,705 4,450 ... 
350 295 Sa 3. 

60,050)... 9,900 


292819 1441056) 86,088 100829 
656,595: 680,578! 16,990 8,407 
504,800 616,741 31,800 44,041 


BPA .<...-> 
Other Inland Rev. 1, 
SpecialContril tn. 50,000 


Total Inland Rev. 19351 


Customs......... 820,60 
MG sh ckseesce 726, 55¢ 





Total Customs & , 
161595 1297319 48,790 52,448 


45,832 46,273 4,088 3,225 
162,165) 95,695 '422) 108 


91,261 24, 


Motor Duties... . 50,01 
Surplus War Stores 102, 
Surplus Receipts 
from Trading 
P.O. (Net Receipt 
Wireless Licences 
Crown Lands... 
Receipts from 
Sundry Loans 
Miscell. Receipts 


9,240 9,675 1.790 1,920 
880 $10 190 150 


21,859 Lid 753... 
203,693 119,720] 3,260 "749 
, 445381 159428 


Total Ord. Rev... 5765500)2989144 30492 











Stipe Barancrec 


Post Office... . 118,230 125,0 4,500 4,890 
Income Tax on ' 

E.P.T. Refunds 19,270 7,15 m9 «12 
mmc... : 3931 5126044 318145291 50650 164450 


Issues out of the Exeberjuer 
to meet payments 
(¢ thousand) 
ae ere April April 
Expenditure mate, 1 1 Week | Week 


or ep ended ended 


jan. | jan. jan. jan. 
Sl, 29, 
1948 83949 












DINARY 


ExrenpiTUre 
Tet. & Man. of i 
plist Debt... |. 2,514 
— ts to N. 
Mand... ... shyt tee 
‘Other Cons. Fond | 
wes... 708 €7 


Total ...........) 534 0001 406,869 393,589 70 4,253 
Supply Services .. 2442657199752? 2024953} 70,872 65,056 
Total Ord. Expd.. 2976657}240 
Sinking Funds... 


1596 2418538} 70,942 69,309 
13069 2.) 


118,230 125,0' 4,500 4,890 
19,270 «7,1 749112 


Ineenge Tax on 
EPT. Refunds 16,0( 


Ma, 55. __ 314285712541 896 2563849 76,19] 74,311 
After decreasing Exchequer balances by £581,675 to 
430, the other operations for the week decreased 

the gress National Debt by 478,641,528 to £25,439 nullion, 


NET RECEIPTS (£ thewsand) 
Building Materials & Housing Act, 1945, see. 4(2). 500 


NET ISSUES (£ thousand) 


wt Ste and Telegraph (Money) Aeté, 1946 and 
BE tT? 9° opps Sods » Kae h Be tv atid Paes 5 
silo. ee enter 7 
Laced arate Guarantees Act, 1939, see. 41)... 5 
thes lacus Act, 1945, see, 31)... . 3,550 
Centralised Buying) Act, 1947, see, 2](2).. 8,000 
War Damage : War Damage Comunission am 


00 
Act, 1946 and 1947, Post-war credits... 367 








CHANGES IN DEBT (f thensand) 


Net Receipts 
Nat. Savings Certs. 1,300 
24% Def. Bonds... 544 
Ways & Means Ad- 
VANCES. ...ceese 15,480 


ee 


77,324 


Net RerayMenrs 
Treasury Bills ,... 127,697 
3% Det. Bonds. ... 790 
3% Ter. Annuities. 1,667 
Tax Reserve Certs. 6,147 
Other Debt -— 


Internal ..... ee 2 
External ...... 162 
Treasury Deposits 19,500 
355,965 


FLOATING DEBT 


(£ million) 
















Treasury 
Bills 









Tender | Tap 






2200-0 | 2347- 

Oct. 1612240-0 | 2446-7} 277 
» 2542250-0 | 2446-31 2492 
» 9012250-0 | 2424-69 278 

Nov. 6} 2250-0 | 2394-8} 284 
» 13] 2250-0 | 2402-5] 278 
» 2012250-0 | 2414-79 272 
»» 27 [2250-0 | 2385-5) 283 

Dec. 412250-0/ 2390-3] 2 
» 11 2250-0 2395-0} 283 
» 1812250-0) 2341-6) 296 
re 4579-1 






2240-0 | 2272-0 
2220-0} 2190-4 
2210-0 | 2288-2 
2210-0! 2160-5 
{ 


Ways and 
Means 
Advances 


Public of 
Depis. Eng- 











POUDHEHROVAeH Ww 








Worn 














Trea- 
sury 
De- 
posits 

b 









Bank 


y 
Banks 
land 








CAAM COMeESMoOoSCSH 


TREASURY BILLS 


(£ million} 












. Amount 
Date of 
Tender 









aed 
wr tie 
‘fered PF lied 






Jan. 2:7 

Oct. 291-1 

Nov. 5 | 170-0 , 291-9 

fi ¢ 170-0 272-9 

w» 49 1170-0. 274-1 

» 26 | 170-0 | 275-8 

Dec. 3 | 170-0 | 320-8 

» 10 4170-0 W8-l 

» 17 | 170-0 271-4 
» 24 F270-0 | 280-0 | 
31 7170-0 | 263-9 | 

6 

“4 

7 

“6 


ee Allotte 







Per 


an e Cent 

Rate | allotted 
of Alot | */10t 
Min, 


Rate 


APP PHLBUWP HH 


On January 28th, applications for bills to be paid on 
Monday, Wednesday, Thursday, Friday and Saturday were 
aceepted as to about 51 per cent of the amount applied 
for at £99 17s. 5d., and applications at higher prices 
were accepted in iull, Applications for bills to be paid on 
Tuesday were accepted at £99 17s. 6d. and abeve in full. 
£170 million (maximum) of Treasury Bills are being offered 
for February #th. For the week ended February 5th, 


the banks will be asked for 


freasury deposits to the 


amount of £25 million fmaximun). 


NATIONAL SAVINGS 
(£ thousand) 

















Repayments ........6.-. 


Net Sayings ..2sscse0i-.5 
Defence Bonds :-—~ 

DACOIUAS. <5 4p So ee odes 

Repayments ........-.-. 


Net SawingS.......00-.-+. 


P.O, and Trustee Savings 
Banks > 


Repayments ......4....- 
Net Savings ............ 
Total Net. Savings.......... 
Interest on certificates repaid 


Interest accrued on savings 
remaining imvested ...... 


Jan. 24, | Jan. 22,1) 





Week Ended 





1948 1949 





16,762 | 34,778 | 538,999 
11,446 | 10,372 } 504,864 


5,316 ( #4064 23,226 
9436) 5,444 bor 4,187 
180 378] 18,482 


BANK OF ENGLAND 
RETURNS 


FEBRUARY 2, 1940. 
ISSUE DEPARTMENT 





£ f 

Notes Issued:— , Govt. Debt... 11,615,100 
InCirculation 1227,175,183 | Other Govt. ’ 
In Bankg. De- | Securities ... na 
pertment .. 73,072,650 | Other Secs... . 703,163 
' Coin (other 4 
; than gold)... 10,40§ 

Amt. of Fid, 
Tssue ..:.... 1500,000,000 

Gold Coin and 

Bullion {at 

IMs. 3d. per 
oz. fine)..... 247,833 
1300,247,833 | 1300,247,833 


BANKING DEPARTMENT 


' 


£ f £ 

Capital ....:. 14,553,000 | Govt. Sees.... 290,488,941 
Rest 6506 i. 3,770,236 | Other Secs. :~ 57,494,632 
Public Deps.:~ 17,755,897, Discounts and 
Public Acets.* 9,402,719 Advances... 28,951,406 

H.M. Treas. Securities....  29,543,22 
Special Acct. 8,353,178 
Other Deps.:- 388,878,679 
Bankers... .. 298,762,989 | Notes........ 73,072,650 
ther Accts... 90,115,690 Coin. ...csceas 3,961,589 


ie | Clee es 


424,957,812 | 424,957,812 
' 


* Inchwting Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 













sswe Dept. :-—~ 
Notes in circulation..... 


6f1234-1 1224-5 1227-2 
Notes in banking depart- 


5 
MONE visa cera es 66-1) 75:7 73+] 
Government debt “and i 
ORC er neds ck os #1299 3:1299-2 1299+3 
Other seeurities......06.. o-F &8 © 
GCObb 368 he TEAS es o-2 0-2, 04 
Valued at s. per fine oz... 172/3, 172/3: 172; 
Banking Dept. -— i i 
Deposits -— ' i 
Public Accounts ........ 13-2 23-4 *4 
Treasury Special Account eq 8B 
nh eel eee Y1-O 294-7 298-8 
SR 508s a incecian he 90-9 89-4 96-1 
BOO eesti 453-4 4135-9 406-7 
Securities :-— 
Government. ..........5 354-2 299-6 290-5 
Distounts, ete........... 23-5 26-0 29-0 
OE. EEO 23-6 26-5 28-6 
Feed 925 Fe ATIR 401-3 352-) 348-1 
Banking dept. res......... 70-4 19-9 17-0 
% ve | 
* Prepon ckaxvecaies 15-5, 19-3) fi-s 






* Government debt is £11,015,100, capital (14,555,000. 
Fiduciary issue reduced from £1,550 million to £1,300 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of Englands Official buying price for geld 
remained at 172s. 3d. per fne quuce throughout the week. 
Spot cash prices were as follows ;— 












SHLVER GoLp 


— -_—— 


Lomdon New York!) Bombay Beanbay 
er ounce per Gunce per 100 a per tola 


1949 
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THE 


BANK OF NOVA SCOTIA 


(incorporsted tn Canadé with Limited Liability.) 
Established 1832. 
General Office: Toronto, Canada. 

Paid-up Capital ... oe wie is wee -» $12,000,000 

Reserve Fund... sod ons ad one «+ $24,000,000 

Total Assets over  ..... «+ «sv» ews «700,800,000 
Special tacilities are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 


Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States 
at New York. 


Address enquiries to London Branch: 
108, OLD BROAD STREET, &.C.2. 
Gi rce C Hitenman, Manager 





— doce 








Relief from 





A friend who agrees to act as executor or trustee may find 
the duties more onerous than expected. The appointment 
of Lloyds Bank secures the services of experts without 
losing the human understanding expected from friends, 
Before making a will or creating a trust, ask the Manager 
of any Branch of Lloyds Bank for details of these services. 


LLOYDS BANK LIMITED 


HEAD OFFICE : 71, Lombard Sireet, London, E.C.3. N07? 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS £17,500,000 
ASSETS EXCEED £102,000,000 
CLAIMS PAID EXCEED £189,000,000 


(1947 Accounts) 





STATISTICIAN EAST AFRICA HIGH COMMISSION 


A vacancy exists for a Statistician to maintain Statistical Sub-Offices 
at Entebbe and Dar-es-Salaam, and to carry out sarveys on behalf of 
the East Africa High Commission. Candidates should be men possessing 
a first- or second-class Honours Degree in Mathematics or Economics 
and Statistics, together with practical experience of statistical work 
and organising ability. 

Salary : At a point on the scale £550,550, £620 x £35—£760; £830 x £35— 
£1,005 x £45—£1.320, according to qualifications and experience. 

Age limit 45. - 

Write for application form, giving brief details of age and qualifica- 
tions, te: Director of Recruitment, Sanctuary Buildings, Great Smith 
Street, S.W.1, within two weeks of the appearance of this advertisement. 


4 for a Sales Manager for both home and export sales. The position 
is of exceptional importance and will carry a minimum initial salary 
ot £1,500 per annum, with scope for further advancement. Applications 
will be considered only from men of proved ability who have had 
extensive Sales experience, and have held a responsible position. 
Knowledge of oe eg an advantage. Applicants, who sheuld be under 
45, must apply in their own handwriting stating briefly their age, 
experience and present salary to BOX * Y.C."’ c/o J. W. Vickers and 
Company, Limited, 7/8, Great Winchester Street, London, E.C.2, 


Cy EDITOR of leading newspaper requires Assistant. Fair pay, 
good prospects for young journalist of exceptional writing ability 
and knowledge of economics, statistics, finance. Write Box 58. 
JIRST-CLASS Economist required in analytical and advisory capacity 
investment matters. Write stating age to Box F 172, c/o Streets, 
110. Old Broad Street, E.C.2. 


ERNE REQUIRED, Copies Economist, January 15th, 1949. 
/ x 7 








PROGRESSIVE MANUFACTURERS will find ten ways of 
getting more sales at less cost fully explained in our new booklet: 


Write— Consultants, 45 Cromwell Road, London, S.W.7., 
for free copy. 


Printed in Great Britain by St. CLEMENTS Press, LTD. way, 


Portugal St., Kings iy 
at 22 Ryder Street, St. James's, London, $.W.1, U.S. Representative: R. S. Farley, 111, Broadway, New York, 6.—Saturday, February 5, 1948. 












Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL ae oye os evs -- £4,500,000 | 
CAPITAL FULLY PAID “ne eos ate oe vs» €2,400,000° 
RESERVE FUND & BALANCE carr.ed forward ... E2768 79). 
DEPOSITS & CREDIT BALANCES 


as at 28th February, 1948 ... se ies .. £87 927, S03 


Head Office: THE MOUND, EDINBURGH... 


Over 200 Branches and Sub-Branche. throughout Scotiand 


London Offices : » Sa 
CITY OFFICE, 30, BISHOPSGATE, E.C, 
PICCADILLY CIRCUS BRANCH. 16/18 PICCADILLY, W._ 












FIRST-HAND INFORMATION 


The Canadian Bank of Commerce, 

| London, is at your service to supply 
first-hand information on Canada — 

| trade and industrial opportunities — 

| market data — and records on current 

| conditions 

} 

| 

| 


ENQUIRIES CORDIALLY INVITED 


THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada ‘n 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3 
Head Office : Toronto, Canada 
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LANCASHIRE COUNTY COUNCJL—-COUNTY PLANNING 
DEPARTMENT 


APPOINTMENT OF DEPUTY ASSISTANT PLANNING OFFICER 
(RESEARCH). 

Applications are invited for the appointment of Deputy to the Assistant 
Planning Officer (Research) on the Headquarters’ Staff of the County 
Planning Department, County Offices, Preston. The commencing : j 
will be within the range of £760 x £25 x £860 per annum, according to 
qualifications and experience. 

Candidates should possess a University Degree to the standard of 
First-Class Honours, preferably in Economics, Geography or 
Theory, and should be familiar with problems of Town and Country 
Planning. They should also be well versed in modern survey techniques 
Experience with a Government Department, a Local Planning Aut p 
or a Research Institute, will be an advantage. The successful applicant 
will be résponsible for the tollation of research material and for 
preparation of comprehensive reports on a wide variety of planmilz 
topics. 

The appointment will be subject to the Scheme of Conditions of Service 
of the National Joint Council and to the Local Government Superannua 
tion Act, 1937. In the event of the successful applicant being a memb 
ot the Federated Superannuation Scheme for Ghiversities, he may opt 
to remain in that Scheme. 

Applications, stating age, qualifications, experience and present salary, 
together with the names and addresses of two persons to whom refi 
muy be made, should be forwarded to C. W. Sutton Brown, BSt. 
A.M.LC.-E., County Planning Officer, County Offices, Preston. 

The final date for the receipt of applications is Saturday, Februaty 2% 
1949. R. H. ADCOCK, 

County Offices, Preston. Clerk of the County Council. 


SALES MANAGER required to take full charge of the marketing of 
0 a range of domestic television equipment for a large manufactur 
company having world-wide connections. Apply, Box 47. Eb 


MAN 00, ex-Major, The Royal Berkshire Regiment, good be 

al and presence, Six years in commerce, seeks position as 
assistant to managing director or similar situation. Minimum 

to start £650.—Box 51. cael 
_______ OTHER NOTICES APPEAR ON PAGE 201000 
London, W.C.2. “Published weekly by THe Economist Newspaper, Lt), 
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